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WORLD NEWS 

China hits back 
after India labels 
Beijing as main 
threat to security 

China denounced India's defence 
minister In unusuaHy strong lan- 
guage yesterday after he had 
described Beijing as India’s great- 
est security threat - in providing 
missiles to Pakistan and stockpil- 
ing nuclear weapons in Tibet Rela- 
tions between Asia's two most 
populous powers will bean Issue 
for US diplomacy ahead of planned 
visits by US president Bffl Clinton 
to Beijing In June and New Delhi 
later this year. Page 14 

RIF fears crisis without US cash 
International Monetary Fund man- 
aging director Michel Camdessus 
warned that the IMF could face the 
worst crisis in he 53-year history if 
, Ajjthe US Congress were to reject 
-President Clinton's proposed 
$i8bn contribution to replenish the 
Fund’s resources. Page 4 

taknesian police fire an protesters 
Indonesian riot police fired live 
rounds as well 33 rubber bullets in 
an unsuccessful attempt to quell 
looting and violent demonstrations 
in the city of Medan, said civil 
rights activists. Student protests 
and public unrest widened this 
week after President Suharto 
raised prices for fuel, transport and 
electricity. Page 6; See Lex 

US to probe a crime affiances 
Patrick Murphy, US deputy assis- 
tant secretary for aviation, said the 
government would investigate the 
wave of alliances involving the 
country's six largest airfirms, to 
ensure they did not reduce domes- 
tic competition. Page 8 

Ulster beef gets dean bill 
European Commission veterinary 
'inspectors gave a clean bill of 
health to two meat factories to 
Northern Ireland. The action could 
lead within weeks to the first 
exports of UK beef in more than 
two years. Page 9 

Danish strike tatics coftapss 
Talks aimed at ending a week-old 
strike that has . paralysed Danish 
industry broke down with union 
rejection of a settlement plan from 
the Employers' Association, inten- 
sifying speculation that the govern- 
ment would Intervene. Page 3 

Vietnam names bank governor 

Vietnam's first deputy prime minis- 
ter, Nguyen Tan Dung, was picked 
to be governor of the country's 
central State Bank. Page 6 

Greece fats Olympic fly solo 

Greece's socialist government dis- 
tanced itself from the crisis at 
Olympic Airways, the state carrier, 
Jfthich Is making a last-ditch effort 
% restructure. Page 3 

WMnlli strip fire Ufa four 
Four sailors were killed and five 
injured by an explosion and fire In 
the engine room of Australia’s larg- 
est naval ship, HMAS Westralia, 
during trials eight miles off the 
western coast. 

China looks to euro reserves 

China signalled its Intention to con- 
vert gradually a proportion of Its 
huge foreign currency reserves Wo 
euos, once it has judged the new 
European currency’s strength and 
stability. The European Union Is 
China's fourth-largest trading part- 
ner. Page fi; Editorial comment. 
Page 13 

Haw Caledonia accord signed 
^ French prime minister Lionel 
yjospbi signed an agreement on the 
future of New Caledonia, the 
nickel-rich Pacific archipelago that 
is one of Franco’s most remote 
possessions. 
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US ‘Goldilocks’ 
economy set 
to continue 
say managers 

US economic growth will 
accelerate to the second half of 
1998 and the pace of price 
Increases wfli Blow further, says the 
National Association of Purchasing 
Management Members expected 
overall business conditions to con- 
tinue to improve while the strong 
do Bar and the Asian crisis would 
dampen exports. Page 14 

Artemis, the holding company of 
French businessman Francois 
PtoauH, is set to become the big- 
gest shareholder In Christies Inter- 
national, buying 29 per cent of the 
auctioneer from Bahamas -based 
billionaire Joseph Lewis. Page 15; 
Comment, Page 20 

Liffe, the London International 
Financial Futures and Options . 
Exchange, wiU today announce 
plans to launch the first 10-year 
interest rate futures contract to be 
denominated to euros. Page 15 

tely is accelerating its privatisation 
programme. Shares in oil and gas 
group Eni, Banca Nazionale del 
Lavoro, Alitalia and Aeroporti di 
Roma wiU become available later 
this year. Page 16. 

Pentair, a Minnesota-based 
diversified company, became the 
second US group to enter the 
bidding for Vera, the UK-based 
electronics and telecommunica- 
tions industries suppfier. Page 20 

The wo lid’s biggest iron ore 
producer. Companhta Vale do Rio 
Doce, Is dose to announcing the 
sale of Its shareholdings In the 
Brazilian steel industry. Page 15 

Taiwan Is Nkeiy to overtake Japan 
as the world's biggest producer of 
notebook computers this year says 
I J Lee, president of Twinhead 
International. Page 17 

Grasim, industrial flagship of 
India's A V BJria group, reported 
annual pre-tax profits 13 per cant 
lower at Rs2.6bn ($65m). Page 17 

Merita NoRfirenfcen,the 
Swedteh-Ftonish bank, overcame 
flat net Interest Income to post a 
67 per cent leap in firat-quarter- 
pre-tax profits. Page 16 - 

Accountancy's senior regulator Is 
to hear complaints against 
Coopers & Lybrand over its role as 
auditor to the empire of media 
magnate Robert Maxwell. Page 10 

The Australian state of New South 
Wales released Indicative pricing 
detafts for the sale of Its betting 
agency. Tab. expected to raise 
about ASlbn (US$644m). Page 17 

HQ moved to strengthen fts 
position In the US door and 
window hardware market with the 
S71.5m acquisition of the Allen- 
Stevens Group. Page 19 

British Petrole um is looking at 
possible investments in Iran, 
believing that the US may be 
stating to change Its attitude 
towards Tehran. Pages 

Renault VI and Iveco, the truck and 
bus units of France’s Renault and 
Italy's Rat, are poised to announce 
a joint bus development. Page 16 

Prices In Venezuela surged by 3.4 
per cant to April compered with the 
previous month. Page 9 

World Equity Markets 

•niBlBtwt trends sntUWa from more 
than 50 natkral agtence 

page 35 
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Arafat and 
Netanyahu 
invited to 
talks in US 

Albright says Washington meeting is 
conditional on settling 'interim issues' 


By David Gardner, Mdkfie East 
Edttnr, to Louden 

Hie US has Invited Israel and the 
Palestinians to taTfcs in Washing- 
ton next week, after failing to get 
Benjamin Netanyahu, the Israeli 
prime minister, to agree to a 
package of proposals to save the 
A&ddJe East peace process. 

After two days of intensive and 
separate talks in London hotels 
with Mr Netanyahu and Yassir 
Arafat, the Palestinian leader. 
Madeleine Albright. US secretary 
of state, said the invitation was 
eniwHHnnal on the two sides 
agreeing on “interim issues". 

These centre on the Israeli 
leader’s commitment to withdraw 
troops from the West Bank and 
hand over parts of its territory to 
the Palestinians, before entering 
talks on a final peace deaL “We 
have a strategic opportunity to 
put the peace process back on 
track, and we cannot afford to 
lose it,” Mrs Albright said. 


The Washington talks would 
aim to prepare for a final push on 
the Oslo peace accords, which 
Israel says it wants. But Mr 
Netanyahu told Mrs Albright 
that first he needs backing from 
his rightwing nationalist cabinet 
on the US interim proposals, to 
which Mr Arafat agreed in 
February. 

The US package calls for a 
phased Israeli withdrawal from 
13 per cent of the West Bank - 
far below the more than 20 per 
cent Mr Arafat had expected at 
this stage - in exchange for 
Increased Palestinian efforts to 
crack down an Islamist terrorists. 

It would also c ommi t Israel to 
the further ‘redeployment” Mr 
Netanyahu agreed to in January 
1997, and require his government 
to stop expanding Jewish settle- 
ments in Arab east Jerusalem 
and the West Bank. 

Mr Netanyahu originally 
offered only 9 per cent, claiming 
more would undermine Israel’s 



Madeleine Atoright, US secretary of state, yesterday after talks with Benjamin Netanyahu and Yassir Arafat “We have 
a str a tegi c opportunity to put the peace process back on track, and w cannot afford to tose ft." Picture; Reuters 


security. But Western diplomats 
say that after three rounds of 
talks with Mrs Albright he 
moved towards the American fig- 
ure. and agreed to the further 
withdrawal provided that Israel 
alone decided the “quantity and 
quality” of territory. 

However, he is insisting there 
be no reference to the US demand 
for a “time-out” on building Jew- 
ish settlements. Instead, he is 
seeking a clause committing both 
sides to refrain from “ unilatera l 
acts”. While this implies a halt to 
settlement building, it would 


require the Pales tinians and their 
Arab allies to stop organising 
votes condemning Israel in the 
United Nations, and require a 
pledge from Mr Arafat that he 
will not unilaterally declare a 
Pales tinian state in a year’s time 
if no final agreement is reached. 

Mr Arafat said he was willing 
to go to Washington but under- 
lined that the US had given him 
assurances that it would stick to 
Its original proposals, which it 
has still not made public. 

The Israeli leader said there 
had been “significant progress”, 


but as yet no agreement on troop 
withdrawals or the handover of 
land- “If Tm satisfied Israel’s 
security is protected, then we can 
close the gaps." 

Tony Blair, the British prime 
minis ter who hasted the talks, 
said they had ended neither in a 
breakthrough nor in a break- 
down. “I certainly think we are 
into the final chapter, and people 
have got to realise that crunch 
timp is coming,” be said. 

Egypt business, Page 4 
Editorial comment, Page 13 


D-Mark hits three-month highs 

Analysts believe Bundesbank will raise rates soon to prove fiscal policy remains tight 
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By Simon Kuper 


The D-Mark hit three-month 
highs against the dollar and 
pound yesterday, shaking off last 
weekend's spat over the presi- 
dency of the European Central 
Bank. 

Nick Parsons, currency strate- 
gist at Paribas Capital Markets in 
London, said the D-Mark’s three- 
year slide against tfip dollar was 
over, thanks to the recovery in 
continental Europe and the fall of 
the last hurdles to European eco- 
nomic and monetary union. 

The D-Mark jumped 2.7 pfen- 
nigs against the pound yesterday 
to dose in London at DM244I 
and rose 0A pfennigs against the 
dollar to DM1.773. 


Many economists had forecast 
the Ge rman currency would suf- 
fer from the deal struck at the 
ElTs Brussels summit to let Wim 
Duisenberg run .the ECB and 
then - stand down • midway 
through his eight-year term in 
favour of Jean-Claude Trichet, 
the Flench candidate: The con- 
sensus was that the deal hart the 
credibility of the ECB by letting 
it be seen as prone to political 
influence. 

However, Paul Meggyesi, 
senior currency economist at 
Deutsche Morgan Grenfell in 
London, said the horsetrading 
over the ECB presidency had 
“reflected rather worse on the 
political pr ota gonists tiwn it 
on the European currencies". 


The summit, although domi- 
nated by the split, helped the 
D-Mark by sorting out some of 
the last details of Emu. 

The contours of an Emu with 
11 founder, members starting on 
January 1, 1999 are now clear. 
Investors are leaving the dollar, 
Swiss franc and pound • former 
safe havens from Emu - and 
returning to D-Marks. 

Also supporting the D-Mark is 
the growing belief in the market 
that the Bundesbank will raise 
interest rates soon. Many strate- 
gists say the ECB row itself has 
boosted prospects of a rate 
increase. They argue that the 
bank will want to prove to scep- 
tics that European monetary pol- 
icy remains tight 


Some saw yesterday’s 50-basis- 
point rise in Danish rates as a 
foreboding or further rate 
increases in northern Europe, 
even though Denmark will not be 
joining Emu and can therefore 
set its monetary policy in isola- 
tion. 

Adding to prospects of higher 
European rates, strategists 
pointed out that most of the 
members of the ECB board cho- 
sen this weekend, including Mr 
Trichet are interest rate bawks. 
Goldman Sachs said: “We expect 
a 25-basis-point rise in the Bund- 
esbank repo rate by July at the 
latest" 

By contrast few strategists 
expect the Federal Reserve, the 
US central bank, or the Bank erf 



196B My 

England to raise interest rates 
soon, given that US inflation is 
almost non-existent and the UK 
economy is slowing down. 

The Bank of England's mone- 
tary policy committee starts its 
two-day meeting today. 

Bundesbank dootrts, page 2 


Yeltsin boosts role 
of prime minister 


By Cariotta Gafl to Moscow 

President Baris Yeltsin yesterday 
boosted the powers of Sergei Kiri- 
yenko, his new prime minister, 
allowing him to take more deri- 
sions directly by bypassing the 
presidential administration. 

After a meeting with Mr Kirl- 
yenko in the Kremlin, Mr Yeltsin 
said he bad signed a decree sim- 
plifying the procedure for issuing 
prime ministerial resolutions. It 
grants the prime minister “more 
rights and more responsibility”, 
he said. 

Previously, all government res- 
olutions had to go through the 
bureaucracy of the presidential 
apparatus. “The long path along 
which a document would wind its 
way was two kilometres,” Mr 
Yeltsin said. 

Now it will be simpler, essen- 
tially giving more power to Mr 
Kiriyenko. “(He] will sign a reso- 
lution and that’s it," said Mr 
Yeltsin. Mr Kiriyenko would 
have to bear greater responsibil- 
ity fm- his actions before the pres- 
ident and the country, he added. 

Tim move gives Mr Kiriyenko. 
36 - plucked from obscurity last 

month after less than a year in 
government - a freer hand in 
day-to-day derisions than Victor 
Chernomyrdin, his predecessor 
as prime minister. 

Mr Yeltsin’s main aim seems to 
be to tackle the sluggish bureau- 
cracy that has slowed every 
reform initiative to date rather 
than relinquish the formidable 
powers of the president and his 


apparatus. Key derisions, partic- 
ularly those relating to economic 
policy, will be always be cleared 
with the president 

The “opportunities the Kiri- 
yenko government has received 
are a significant advance on 
those of the previous govern- 
ment”, Sergei Yastrzhembsky, 
ttw presidential spokesman, said. 

Analysts were cautious in their 
appraisal of Mr Yeltsin’s latest 
move. “The government has 
gained a little more freedom. On 
the operative level it will be 
easier,” said Andrei Piontkovsky, 
director of the Moscow Centre for 
Strategic Studies. 

He added that it was only the 
latest development in a perpetual 
jockeying for pre-eminence 
between the government and 
presidential administration. 

Mr Yeltsin announced the 
decree as part of his plans for a 
new streamlined government. 
“The old government was like a 
broken staircase including the 
prime minister, his deputies, 
ministries and departments," be 
said. “Now there will be no 
departments . . . There will be 

fewer ministries axid the govern- 
ment administration will be 
halved." 

Mr Yeltsin dismissed Mr Cher- 
nomyrdin and his cabinet on 
March 23 for losing impetus In 
pushing through economic 
reforms. He has replaced Mr 
Chernomyrdin’s team with tech- 
nocrats. mostly young, and cut 
the number of deputy prime min- 
isters from nine to three. 
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ConsoSdofed results for the 1997 financi al year 

■Sharp rise in net income : + 300 % 

■ Growth in activity : + 50 % 

■ Operating income : + 56% 

■ Dividend : + 50 % 


CONSOLIDATED RESISTS fin FRF million) 

1997 

1996 

Chong* 1%) 

Total revenues 

342 

228 

♦ 50% 

of which: River transport 

150 

96 

♦ 56% 

Modular buikhngs 

119 

73 

♦ 63% 

Sec containers 

68 

54 

+ 26% 

Freight Cars 

4 

4 


Other 

1 

1 

- 

Operating income 

39 

25 

♦ 56% 

Group net mcome 

68 

17 

♦ 300% 

Shareholders' equity 

177 

108 

+ 64% 

Net debt 

93 

102 

-9% 

fetal assets 

566 

309 

♦ 83% 

Eomings per share 

66F 

16 F 

♦ 312% 


The board of directors of TOUAX SA met April 9, 1 998 ond reviewed the consolidated accounts of the parent 
compaiy and group for the 1997 financial year. 

RISE IN GROUP EARNMGS IN 1997 

In 1997, TOUAX Group recorded strong growth worldwide across all its business lines hr the second year 
in succession. This was reflected by a 56 % roe in operating income to FRF 39m. 

Moreover, TOUAX Group completed a second asset securitisrifor transaction (modular bmttngs] in December 
1997 lor an amount of FRF 215m, generating significant capital gains, and subsequent registered a sharp 
growto in its business managing equipment on behalf of inslihifiond investors, w3h a 46 % rise in modules under 

manqgenat 

PROSPECTS 

In 1 997, the Group continued to enjoy strong growth woriwide, wilh fce aim of consolidating ib position co one 
of the top leasing companies in each of ib three main business lines. In 1998, die Group is planning to acqui- 
re companies and complementary equipment stocks, with a bge majority being purchased and then sold to pri- 
vate or institutional investors within the framework of asset securitisation tomsoction or equipment monagemefil 
prog resumes, 

HMBfT COMPANY RE5UZ5 AND PROPOSS WVBWffi 

Nel income for the 1997 financial year was FRF 14,2m, up from FRF 5,9m in 1995. At the Amucd General 
Meeting to be held at 3,00pm. on Me 25, 1998 at 5 me Bellirti-Puteaux, la Defense, die board of directors 
wifi propose distributing to shareholders FRF 9,3m an increase of 50 % from 1996. 

The net dividend per share wiU be FRF 9 against FRF 6 in 1997, to which is added a tax credit of FRF 4,5 i.e., 
a total of FRF 13,50 per share. The coupon should be paid onjuly?, 1998. 

TOUAX is quoted on the Paris nwthe du Constant (SKQVAM Code : 3300). 

Frit* April 21, 1998 : FRF 301,90, op 60,6 % egdnst the start of the yes 
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Ii Tietmeyer raises doubts on ECB deal 


By Wolfgang Muncftau 
in Frankfort 

Hans Tietmeyer, president of 
the German Bundesbank, 
last night broke his silence 
on the controversial compro- 
mise over the presidency of 
the European Central Bank, 
casting doubt over the credi- 
bility of the new single Euro- 
pean currency in interna- 
tional financial markets. 

Speaking at a bankers’ 
dinner in Frankfurt, Mr Tiet- 
meyer said: ‘'Not everything 

Chubais 
ally faces 
threat 
of prison 

By Chrystia Freeland ki Moscow 

Russian prosecutors have 
charged Alfred Kokh, a for- 
mer deputy prime minister, 
with embezzlement, raising 
the stakes in one of the 
country's highest-profile cor- 
ruption scandals. 

Mr Kokh, a close ally of 
Anatoly Chubais, the former 
finance minister, has been 
charged with misappropria- 
tion in a complicated real 
estate deal through which he 
allegedly* acquired an apart- 
ment in Moscow. 

Moscow’s deputy prosecu- 
tor said other former high- 
ranking members of the 
Chubais team would soon 
face criminal charges. 

Analysts said the prosecu- 
tion against Mir Kokh, who 
faces a maximum jail term 
of 10 years if he is convicted, 
was an escalation of the 
fierce battle between Rus- 
sian political clans which 
has raged for nearly a year. 

Mr Kokh now heads the 
Moscow-based Montes Auri 
investment company. 

An official at the prosecu- 
tor's office said that because 
of the charges Mr Kokh had 
been barred from leaving the 
country, but a Moscow radio 
station reported that the ex- 
minister had already left 
Russia. 

Mr Kokh played a key role 
in Russia’s privatisation pro- 
gramme, rising to head the 
privatisation ministry last 
year. He was closely 
invofved in the shares-for- 
loans sell-offs, a complicated 
privatisation scheme which 
allowed banks close to the 
Kremlin to snap up Russia’s 
most coveted companies at 
bargain prices. 

Last autumn, shortly after 
Mr Kokh's resignation from 
the government, the former 
minister was embroiled in a 
controversial publishing 
deal. 

He and a group of other 
officials, including Mr Chu- 
bais. received $90,000 each 
for contributing to a book 
about privatisation. The 
book has not yet been pub- 1 
lished. 

The high Tees and allega- 
tions that the publishing 
venture was funded by 
Oneximbank. a powerful 
financial group close to Mr 
Chubais, badly damaged, the 
reformers’ reputation in Rus- * 
sia. , 

Last week, a Moscow court 
rejected a libel suit brought 
by Mr Chubais against a 
Journalist who said the pub- 
lishing fee amounted to a 1 
disguised bribe. i 

“This is very serious 5 
threat to Kokh.” said Andrei j 
Piontkovsky. head of the 1 
Centre for Strategic Studies. ( 
"This is tbe latest episode 1 
in the battle between Chu- ’ 
bais and Berezovsky.” he 1 
said, in a reference to Boris 
Berezovsky, the influential i 
financier who won a govern- 1 
merit post last week. t 


that happened last weekend 
in Brussels contributed to 
the necessary expectation 
that the euro will be a really 
supranational and depollti- 
dsed currency." 

Mr Tfetmeyer's comments 
underline the irritation 
inside the Bundesbank about 
the deal, under which the 
Dutch banker Wim Duisen- 
berg is appointed to a Full 
eight-year term, but will 
retire “voluntarily” after 
approximately four years. 

But Mr Tietmeyer stopped 


short of attacking all the ele- 
ments or the agreement 
reached at the Brussels 
European Union summit He 
said the choice of members 
of the ECB’s six-strong exec- 
utive board was “to be 
viewed favourably overall-. 
In particular. German cen- 
tral bankers and economists 
welcomed the appointment 
of Otto Issing, the Bundes- 
bank’s chief economist to a 
full eight-year term. 

Senior German banking 
economists also yesterday 


signalled readiness to 
embrace the -timesharing'* 
agreement between Mr Duls- 
enberg and Jean-Claude 
Trichet, governor of the 
Bank of France, who is to 
take over the presidency 
after Mr Duisenberg retires. 

Hermann Remsperger, 
chief economist of BHF- 
Bank, said: “It may take 
some time to forget what 
happened last weekend, but 
people will soon focus on the 
real economic issues, the 
strong current account sur- 


plus and accelerating eco- 
nomic growth in the euro 
area." 

Norbert Walter, chief econ- 
omist of Deutsche Bank, 
defended the compromise as 
“sensible” and described 
criticism of the term-sharing 
deal as “unqualified gossip". 

He said Germany was in 
part to blame for the debacle 
because of the way Mr Duis- 
enberg's candidacy had orig- 
inally been handled. 

Meanwhile, analysts over- 
whelmingly agree that the 


board nominations win have 
no serious rffeci on the mar- 
kets. 

• The legal services depart- 
ment of the European Parlia- 
ment is expected to present 
an analysis of the ECB deal 
to leading MEPs today. 
Michael Smith adds from 

Brussels. 

The analysis was 
requested by the parlia- 
ment’s Socialist group and 
others and is expected It to 
show that tbe deal is in line 
with European law. 



Murder adds to Vatican’s troubles 
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By James Bfitz In Rome and 
WfflBam Hal to Zorich 

Vatican officials were 
yesterday trying to establish 
tbe motive for tbe murder of 
the newly appointed bead of 
the papal Swiss Guard and 
his wife. 

The killings come at a 
time of growing doubts over 
the future of the guard, 
responsible for protecting 
popes for nearly 500 years. 

The captain-general of the 
Guard, Alois Estermann, and 
his Venezuelan wife, Gladys 
Meza Romero, were mur- 
dered in their Vatican apart- 
ment late on Monday even- 
ing. apparently by a 
lance-corporal in the guard. 
Cedric Tomay. who later 
killed himself. 

Mr Estermann. who like 
all the guards was a Swiss 
national had been appointed 
to his post only 10 hours 
before the shootings took 
place. He was well known In 
Italy as one of several 
guards who attempted to 
shield the Pope during the 
attempt on his life in 1961. 


The official Vatican 
spokesman said yesterday 
that Tomay had been cen- 
sured by Mr Estermann, at 
that time acting head of the 
Guard, on February 12. 
because of an “unjustifiable” 
absence from night duty. 

The killing represents a 
severe problem for the Vati- 
can, which spent more than 
six months looking for a new 
head of the Guard. 

ft has proved diffi cult to 
recruit the right calibre of 
young soldiers to work in 
what is seen as a low-paid 
job a long way from home. 

(n what is believed to be 
his last Interview, with the 
Rome-based I-Media religious 
news agency, Mr Estermann 
acknowledged the problem. 
“It is partly explained by the 
rather difficult economic sit- 
uation in Switzerland, but 
also by the fact that service 
to the Church is less attrac- 
tive than it was a few years 
ago.” he said. 

The 100-strong Guard is 
the world’s smallest stand- 
ing army and dates from a 
time when Switzerland’s 


main export was its merce- 
nary fi ghting man, and the 
Vatican was Dot only a pas- 
toral power, but a state 
which needed defending. 

Soldiers must be at least 
5ft 9in, unmarried and of 
“irreproachable character". 
Recently, would-be recruits 
have been put off by the 
level of pay and are less pre- 
pared than their predeces- 
sors to accept the tight disci- 
pline and old rituals of the 
army and the Vatican. 

Beards are frowned on and 
soldiers must return to bar- 
racks before midnight. 
Though in the past the job of 
bead of tbe guard was cov- 
eted by leading noblemen, 
the younger Swiss Catholic 
aristocracy are more inter- 
ested in making money- than 
serving the Pope. 

Estermann came from a 
fa nning family and thnngh 
the Swiss government is 
believed to have been willing 
to more than triple the 
SFY40.000 ($27,000) a year 
commander’s salary, no 
other candidates came for- 
wanL 



Swfas Guards marshal tourists at the Vatican yesterd ay 


.FRENCH BANK EUROPEAN COMMISSION GREEN LIGHT FOR LATEST PACKAGE NOW LOOKS INCREASINGLY LIKELY 

Credit Lyonnais rescue in sight 


By Andrew Jack in Paris and 
Saraer Iskandar ta Brussels 

Officials in Brussels and 
Paris will breathe a sigh of 
relief on May 20 if. as is now 
increasingly likely, the Euro- 
pean Commission gives a 
green light to the latest pro: 
posed rescue package for 
Credit Lyonnais. 

A veto by the Commission, 
possibly driving the bank 
into bankruptcy, was begin- 
ning to look inevitable in the 
weeks leading to last week- 
end's European summit in 
Brussels. 

A dramatic conclusion was 
averted only at the last min- 
ute, after the intervention of 
Jacques Santer. president of 
the Commission. 

A solution to the Credit 
Lyonnais conundrum was 
never going to be easy. 

Even when the first rescue 
plan, evaluated at FFr45bn 
($7.5bn) came up for exami- 


nation in 1995. it was by far 
the largest state-aid case 
investigated by the Commis- 
sion. The value of the new 
package now being debated 
is for at least twice that 
amount 

As Karel Van Miert, Euro- 


would meet regardless. With 
the current information it 
had, it would almost cer- 
tainly rule against the plan 
The central difference 
between Paris and Brussels, 
which seems to have been 


branches or subsidiaries. 
This will undoubtedly be 
reflected in the final compro- 
mise, likely to focus on 
ranges of activities (invest- 
ment banking, commercial 
banking) and geographic 


should be met with an equiv- 
alent increase in the pain 
imposed on the bank: 
FFr620bn in asset sales. 

Tbe Commission came 
round to the French view 
that the bank would not be 


bridged .last weekend^ was divisions (Asian activities^ viable without its London 


pean competition commis- over the’ eafcrlfices Crtdit~ J European subsidiaries)^ - 
si oner, prepares for his final Lyonnais should make in In the 1995 plan, the bank 


year in his job during 1999. it 
is probably the case more 
than any other on which he 
- and the work of the EU 
concerning issues of state 
aid - will be judged. 

Frustrated by the long 
delays by the French govern- 
ment to requests for infor- 
mation. and the apparent 
high-handedness of certain 
officials. Mr Van Miert’s 
temper has become increas- 
ingly short. 

At the start of April be set 
an ultimatum: either France 
came up with a new set of 
proposals by the end of the 
month, or the Commission 


exchange for additional aid. 

The complexity of tbe case 
was also exacerbated, in its 
early days, by the Commis- 
sion's inexperience in the 
hanking field. 

“When we asked for asset 
sales, we would be thinking 
in terms of tangible assets.” 
said a Commission official. 
“Tbe value of a steel mill, for 
example, is easily quantifi- 
able in terms of production 
capacity. But how do you 
evaluate an offer to sell a 
portfolio of loans?” 

As a result, the Commis- 
sion has insisted on sales of 
physical assets: bank 


was required to reduce its 
commercial presence in 
Europe outside France by 50 
per cent, equivalent to asset 
sales valued at FFrSlObn. 

After the more recent dis- 
covery that accumulated 
losses were several times 
higher than originally 
thought, Brussels argued 
that the total value of state 
aid in the Credit Lyonnais 
rescue could now reach 
FFrl90bn. 

At the lowest estimates, it 
approaches FFrlOObn. The 
French government has now 
accepted the Commission’s 
argument that this doubling 


and Luxembourg' operations. 
Instead, Mr Van Miert would 
accept an equivalent sacri- 
fice in one of Credit Lyon- 
nais’ other two high-profile 
international regions: Asia 
or North America. 

Another disagreement 
ironed out was overprivatis- 
ation. which, both parties 
agreed, would take place 
before end of 1999- 

This week. Mr Van Miert 
showed willingness to drop 1 
his insistence on 8 sale to 
the highest bidder, as long 
as tbe transaction wps “open 
and transparent”. This 
should pave the way for a 
French stock market flota- 
tion. 


Germany’s election bypasses 2m voteless Turks 


Citizenship restrictions based on ancestry leave foreigners 
disaffected and excluded from politics, writes Lucy Smy 


I t is election year in Ger- 
many - but not for most of 
the country’s 2.1m resi- 
dents of Turkish origin. As a 
result of restrictive citizen- 
ship laws. little changed 
since a 1913 law ruling that 
only those who coo prove 
German ancestry may be 
counted as citizens, only 
160,000 ethnic Turks have 
the right to vote. 

It is. notes one of Ger- 
many's two Turkish MPs 
wryly, an Improvement on 
the 30,000 eligible to vote at 
the last general election in 
1994 thanks to some changes 
based on length of residency. 

’’It is not a big number but 
I think this time there is a 
critical moss, and tbe parties 
are beginning to recognise 
that,” says Cem Ozdemir of 
the Green party. “It will be 
the first election In German 
history in which there will 
be a serious campaign to 
reach non-Germans.” 

The issue of citizenship 
has been thrown into sharp 
relief by the state election in 
Saxony-Anhalt last month. 
The swift rise of the 
extreme-right German 
People's Union (DVU) to 
take 13 per cent of the vote 
was based on an intensive 
anti-foreigner campaig n- The 
result has raised fears that 
the extreme right could win 
support in other less affluent 
regions in Germany. 

It may also herald a shift 
in attitude by the ruling 
Christian Democratic Union- 
and its Bavarian sister party 
the Christian Social Union 
as they try to claw back 
ground from the DVU with a 


tougher line on immigration 
and citizenship. Already this 
year they have voted down a 
relaxation of the citizenship 
law proposed by the opposi- 
tion Social Democratic party. 

Without citizenship or the 
right to vote, Turkish resi- 
dents have become increas- 
ingly disaffected. They are 
tbe biggest ethnic group of 
tbe more than 7m foreigners 
and more than half of them 
have lived in the country for 
more than 10 years. 

At a casual glance their 
impact on popular culture 
has been limited to the ubiq- 
uitous doner kebab shops. 
Identifiably foreign faces are 
seldom used in commercial 
advertising or the political 
advertising beginning to 
appear ahead of September’s 
general election. 

For the children and 
grandchildren of the original 
Gosiorbeiter. or guest-work- 
ers. of tbe 1960s, a Germanic 
culture that has rejected 
them holds limited appeal. 
“The majority is growing up 
without citizenship In a 
country where they have 
lived all their fives. They 
probably speak better Ger- 
man than they do Turkish. 
And they are turning to 
Turkish nationalism or 
Kurdish nationalism or 
Islam or f unrinmontaligrTi ft 
is dangerous,” says Mr Ozde- 
mir. 

Adnan Ba§a£a, at the 
Turkish embassy, cautiously 
agrees. “There is an integra- 
tion problem which stems 
right back to the beginning 
of the arrivals of the Gostar- 
beiter. There is an inclina- 


tion towards fundamental- 
ism or extreme movements. 
These extreme groups can 
always find some support in 
young Turkish society but' 
whether it is str on ger than 
before you cannot say.” 

You cannot win either 
way, complains Mr Ozdemir. 

: “We are accused of not 
integrating and they [the 
government) use non -inte- 
grated youth to fuel the 
argument against a change 
in the law or dual citizen- 
ship.” 

Ulas Ata, a politics student 
who has lived in Germany 
for 18 years, says: “I find it a 
great injustice that 1 have 
lived here fra - so long and I 
don’t have a vote because I 
don't have a BUitredtt [blood 
right]. The DVD’s support is 
a dangerous protest vote. 
But this has been encour- 
aged by the other parties, 
the CDU and CSU, because 
they have divided people 
into Inlander and Auslander 
(natives and foreigners).” 

Mrs Cornelia Schmalz- 
Jacobsen, the government’s 
spokesman an the affairs of 
foreigners, voiced her con- 
cern about the rise of the far 
right "When a party can 
rtampaign with a 'send home 
foreigners’ slogan in a state 
with only 1.8 per cent for- 
eigners, then the reason does 
not lie only in Saxony- 
Anhalt” 

She rejected a CSU state- 
ment following the Saxony- 
Anhalt election which said 

that policy on foreigners was 
now at the centre of the 
general election campaign. 
The statement was a 



An anti-Nazi demonstr ator after the Saxony-Anhalt otaction 


"false signal”, she said. 


the SPD campaign manager, 


Forsa. the German polling Is more ambivalent saying: 
organisation, says it has no “We would hope to reach 


idea which way the Turkish 

voters might vote. Manfred 

GQllner says: “The number 
is too small Forsa asks citi- 
zens which way they will 
vote but we don’t ask them 
whether they are German or 
not” 

Mr Ozdemir says the 
Greens will be campaign frig 
for the Turkish vote, how- 
ever small “We will be plac- 
ing advertisments in Turk- 
ish In Turkish language 
newspapers hero.” 

But Michael Donnemeyer, 


these voters with oar normal 
campaign.” It is however a 
cam pai g n that includes some 
relaxation of the naturalisa- 
tion law. 

The one thing the main- 
stream parties agree on is 
that there will be more pres- 
sure for the law to change 
after the general election. In 
fact, tbe rise of tbe far right 
may save to speed a change. 

“It is one of the things we 
would do very quickly.” says 
Leyia Qnur, the SPD's Turk- 
ish MP. 




Chirac likely to suggest 
Delors heads study 

President Jacques Chirac Is expected to suggest to 
Chancellor Helmut Kohl that Jacques Delors, the former Eurp. 
pean Commission president, should head a study Into retain 
of European Union institutions. 

Mr Chirac first pubflety broached the idea on television ^ 

Sunday night, in an apparent desire to coulter criticism that 
by forcing a compro mi se over the European central bank 
presidency he had spoiled the birth of the euro. Only yester- 
day did he sound Mr Delors art on the idea. 

Bys6e officials said yesterday the idea of a Delors group 
would be put to Mr Kohl at the Franco-German summit wtvctf) 

opens this evening in Avignon. W 

But they stressed it was only an idea at this stage, and 
even with German approval it would go no further unto an 
other EU members had been consulted. 

Mr Dekxs is understood to feel there is scope for a group 
of wise men, drawn from various member states, to set out 
alternative scenarios on Europe's future. The euro has targsly . 
followed the precise blueprint laid out In a 1989 report by an ' 
earlier Delors committee composed largely of central bank 
governors. David Buchan. Diplomatic Editor j 

GREEK TELECOMS 

Plan for early liberalisation 

Greece plans to liberalise fixed-) be voice telephony on Jan 1, 
2000, a year earlier than scheduled, provided that DTE the 
telecoms operator, makes sufficient progress with digitalising 
its network, a senior government official said yesterday. 

The government is under pressure from the European Com^ 
mission to hasten telecommunications liberalisation. Two pri- 
vate cellular networks operate in Greece but little progress 
has been made on opening up data transmission and satelto 
services, while cable television has yet to be introduced. 
Because of delays in signing procurement contracts, only 
about 50 per cent of OTE's network has been digitalised. 

“Once 70 per cent of foe network is digital. OTE would be In 
a position to accommodate new entrants,” the official said. 
“Under the current timetable, that will take about another 
year." j 

Greece has lagged behind Its European partners in liberali- 
sing its telecoms Infrastructure and implementing EU direc- 
tives. Although an independent telecoms regulatory authority 
was set up last year, it is not yet able to Issue Dcenoes to 
new operators. Kerin Hope, Athens 


FRENCH DEFENCE CONTRACT | , - A jjjjflU 

Private shipyard wins tender . ... 



The French defence ministry has set a precedent by preferring 
a private shipyard to the state-run naval dockyards (DCN) In 
an open tender. 

Although foe tender was for small-scale repairs on a naval 
supply vessel, it nevertheless underscored the ministry's 
detenu (nation to seek value for money in competitive bids 
when its budget Is pruned back. 

The winning bid from the dvfi group Technitas was to repair 
foe vessel in four months at a cost of FFr11 -2m (Si .an) - half 
foe price and almost a third quicker than the DOM. The naval 
dockyards’ initially offered to do foe work for FFi35m. which 
jrras scaled down to FFr23.3m. 

' But' another tender for a second vessel, the oceanographic 
ship Jules Verne, damaged in foe same accident, want to trie 
DCN despite Its bid being more costiy in time and money. 
Technitas pledged to do the work in 13 weeks for FFr4An 
against DCN's 15 weeks at FFr5.7m. 

Highfighting foe difference in costs and productivity 
appeared to be a deliberate move by the Socialist-led govern- 
ment to warn unions who are threatening Industrial action to 
prevent the run-down of naval dockyards at Cherbourg, Brest. 
Nantes and Toulon. 

The message is that survival defends on being able to com- 
pete better with the private sector. Robert Graham, Paris 


SPANISH ECONOMY 


Benchmark rate cut to 4.25% 
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Spain The Bank of Spain yestar- 

tataenfenrab {%) ' day greeted the countiy's 

formal incorporation into the 

to European single currency by 

• — . trimming a further 025 per- 

5 H 1 centage points off its 

1 n. benchmark interest rate to a 

K _ new low of 425 percent 

Vr— Jose Maria Aznar, prime 

minister, said foe reduction 
* 1 was “a reward to all Span- 

iards fey having fulfilled w 

2 duties and obligations". It 

was foe second quartar- 

. , , , , point reduction in the cen- 

ibk _ — ~ — ~ traj bank's securities repix- 

, - n . chase rate this year. Its 

decision not to make a big- 
ger cut, bringing Spain’s 

official rate closer to the expected level for the future euro V 
zone, was seen as underlining its prudent stance in the light 
of a possible resurgence of inflation. 

The move. Immediately followed by cuts in major banks’ 
prime lending rates, continued an uninterrupted downward 
trend which began in late 1995, when the benchmark rate 
stood at 9.25 per cent 

Unions and employers' organisations were urging another 
rate cut after inflation figures which showed consumer prices 
unchanged overall during the test quarter of the year, with a 
year-on-year Increase of 1.8 per cent But foe Bank of Spain 
acted in One with expectations by wafting until after the EU 
simmit David White, Madrid 


SPANISH SOCIALISTS 

Leadership functions divided 1 

Spain's Socialist opposition has agreed on a compromise set- 
tlement to divide leadership functions between Jos6 Sorrell. 
its newly elected candidate for prime minister, aid Joequin 
Almunla. the party secretary-general who was defeated in test 
month's candidacy contest 

Mr Almunla, who succeeded formes- prime minister Fefipe 
Gonz&ez in foe party post less foot a year ago, has wtth- 
drawi his threat to resign - a move which would have 
required an extraordinary party congress to appoint a new 





Under foe deal, Mr Bottom will have a separate teem to put 
organise his candidacy and will play the lead role In parfia- 
mentary debates, although Mr Almurtia will remain in charge 
of foe parBamentoy party. The Socialist proyam ma tar the j 
next election, due by eariy 2000, is to be set by a committee 
with Mr Almunla acting as chairman and Mr BorreH as 'co-or- j 
d to ator*. 

According to an opinion poll conducted after Mr Borreirs 
nomination as candidate and published by B Mundo. foe 
Socialists have narrowed the gap with grain’s ruling Popular 
party to less than two percentage pomta, against almost six 
points to January. David White 
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Copenhagen 
may intervene 
to end strike 


By Wtay Ban«s fa Copenhagen 

Talks aimed at ending the 
strike which has paralysed 
Danish industry for more 
than a week broke down yes- 
terday after the Confedera- 
tion of Danish Trade Unions 
(LO> rejected a settlement 
plan put forward by the 
Employers' Association. 

The failure of the two 
sides to agree intensified 
speculation that the govern- 
ment would intervene before 
the end of this week and ask 
parliament to impose a set- 
tlement 

On Monday Paul Nyrup 
Rasmussen, prime minister, 
urged tbe two sides to find a 
solution within 24 hours. 

The two sides had called 
In the state industrial rela- 
tions mediator after incon- 
clusive talks on Saturday. 

“The conflict will continue 
until the employers realise 
that we are serious.” said 
Hans Jensen, chairman of 
theLO. 

Yesterday 30,000 shop 
assistants and 15,000 electri- 
cians were locked out by 
their employers. A total of 
more than half a million 
union members, a fifth of 
the total workforce, have 
stopped work. 

The dispute centres on pay 
and holiday entitlements. 
Employers said they would 
concede one extra day off a 
year, but the unions want at 
least two extra days off. plus 
two days off for parents to 
care for sick children. 

The collapse of the talks 
has increased political 
uneasiness about the poten- 
tial impact of the conflict on 


the May 28 referendum on 
the Amsterdam treaty on 
closer political co-operation 
between EU countries. 

Newspapers which are still 
publishing are speculating 
that a parliament-imposed 
settlement might cause bad 
temper and discontent, lead- 
ing to an increase In the No 
vote. 

An opinion poll last week 
showed the margin of sup- 
port for the treaty narrowing 
to less than 8 per cent. h«if 
the ma r gin suggested by sur- 
veys earlier thte year. 

The latest poll showed 42.0 
per cent in favour. 34J3 per 
cent against and 23.7 per- 
cent undecided. 

In a further move, tbe 
country’s central h»nk yes- 
terday raised its discount 
interest rate from 3^ to IQ 
per cent 

Marianne Jehred, minister 
for the economy, said the 
Increase could be seen in the 
light of the strike and uncer- 
tainty about the outcome of 
the referendum. 

• Saab Automobile, the 
Swedish carmaker, Raid yes- 
terday it would temporarily 
lay off up to 4JXX) workers 
from Monday due to a short- 
age of Danish components 
caused by the strike. Saab 
was forced to stop car pro- 
duction two days ago. Greg 
Mclvor writes from Stock- 
holm. 

Meanwhile. Volvo warned 
that its assembly of trucks, 
which rely on Danish-made 
components, would be baited 
from next week if tbe dis- 
pute continued. This could 
result in the loss of 160 
tracks per day. 


Athens allows 
‘market’ to rule 
at state airline 


By Karin Hope h Athens 

Greece's Socialist govern- 
ment yesterday distanced 
itself from the crisis at 
Olympic Airways, the loss- 
making state carrier which 
is making a last-ditch effort 
to restructure. ■ • 

The government has pres- 
ented Olympic’s restructur- 
ing as a test case for reform- 
ing loss-making public sector 
corporations. 

A senior official said the 
airline's management would 
he left to "Implement a cost- 
cutting programme and find 
new sources of financing 
without any Interference 
from the government" 

Greece's cabinet is divided 
over whether Olympic 
should shut down but Yan- 
uos Papantoniou. the econ- 
omy minister, says: “Market 
forces will decide." 

Given its cash flow prob- 
lems, Olympic is not expec- 
ted to survive for more than 
a few maud is unless the gov- 
ernment reverses its position 
and instructs a state- 
controlled bank to provide 
emergency financing. 

First-quarter losses are 
projected at more than 
Dr5bn (Sl6m). one analyst 
said. More than 600 out of 
7,000 employees have 
resigned since the restruct- 
uring was announced, fear- 
ing they might be sacked 


without compensation if the 
airline is declared bankrupt 1 

The European Commission 
has complained in. the past 
of political interference in' 
the airline’s day-to-day man- 
agement. Olympic's chief 1 
executive and board of direc- 
tors are appointed by the 
transport minister. The 1 
Socialists also have dose 
ties with Olympic’s unions. 

Olympic’s board of direc- 
tors on Monday ni ght over- 
turned two important provi- 
sions of a cost-cutting plan 
approved by parliament last 
month. The board agreed to 
extra overtime payments for 
pilots to aval cuts in the 
flight schedule during the 
tourist season. It also aban- 
doned plans to cut loss-mak- 
ing international routes in 
response to a strike threat 
by cabin crews. 

Theodoras Tsakirides, 1 
Olympic’s chief executive, 
threatened to resign if the 
proposals were not accepted. 
He claimed the airline would 
have to shut down immedi- 
ately if the pilots and cabin 
crews staged another strike. 

One official said: “If we 
manage to keep flying and 
earn some cash over the 
summer, there’s a better 
chance of walking out a deal ! 
with the government and the 
European Commission that 
will ensure the airline's sur- 
vival." 


Dutch party leaders limber up 
as poll fails to quicken pulse 

Choice the voters make today will help set the economic path of 
a core participant in monetary union, writes Gordon Cramb 


How tfiB Dutch parties Doe up 


W im Kok, the Dutch 
prime minister, 
tugged manfully at a 
rowing machine. Frits BoJ- 
kestein and Jaap de Hoop 
Scheffer, his two main 
rivals, respectively wielded a 
tennis racquet and jogged on 
a trea dmill. At an event con- 
vened last month by the 
country's heart foundation, 
each wanted to show he was 
fit for government. 

Fitness in the eyes of the 
voters will be decided in a 
general election today. This 
follows a campaign which 
has by no means quickened 
the national pulse. 

I As a series of inconclusive 
televised debates wound up 
and photo opportunities 
dwindled, the lunchtime 
news on the state-owned net- 
work yesterday devoted not 
a moment to domestic or 
European politics. 

But the choice the Dutch 
will make, as the first Euro- 
peans to vote since the sin- 
gle currency became a cer- 
tainty, will help determine 
the economic course of a 
core participant in monetary 


union. And electoral senti- 
ment is shifting leftward. 

Mr Kok’s social democrat 
PvdA enters the contest as 
favourite and should add a 
good handful of seats to its 
present 37. Including a dou- 
bled. or even trebled, parlia- 
mentary presence for Green 
Left and the anti-Emu 
Socialist party - two previ- 
ously fringe groupings - 
total prospective vote far the 
left stands close to 50 per 
cent 

That is the highest since 
the 1972 election, which 
brought In the government 
of Joop den Uyl, regarded as 
the reddest coalition the 
Dutch have seen. ^ 

The likely improvement in 
the left’s tally, .which had' 
been below 45 per cent for 
tbe previous 15 years, comes 
despite the apparent implo- 
sion of D66, junior partner in 
the three-party coalition Mr 
Kok formed in 1994. The 
reformist democrats are 
expected to lose about half 
their 24 MPs. 

Els Borst, health minister 
and D66 leader, has said that 


without a minimum 15 seats 
it could not expect to con- 
tinue in office. That would 
not only end the tens as for- 
eign minister of Hans van 
Mierlo, her party predeces- 
sor, but also remove an aft- 
needed buffer between the 
PvdA and Mr Bo Ike stein's 
free-market liberal WD. 

The eurosceptic Mr Bol- 
kestein, who declined a cabi- 
net place when his party 
entered government under 
Mr Kok, declared his candi- 
dacy for the premiership late 
last month. Failing that, be 
aspires to the foreign or eco- 
nomic affairs ministries. 

Though the two parties 
may together gain a major- 
ity in the 150-seat lower 
house, few believe a left- 
right grouping would be sta- 
ble without the presence of a 
third force. 

Green Left is on course for 
at least 10 seats, and has 
' declared itself ready to gov- 
ern. Following municipal 
elections in March, it sits on 
Amsterdam city council in a 
rainbow coalition with the 
three national partners. In 
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Rotterdam it features, 
instead of D66, in an alliance 
which also Includes the 
Christian Democrat CD A. 

Under Mr de Hoop Schef- 
fer, the CDA. ousted from 
power in 1994 for tbe first 
time since the second world 
war. has been repositioning 
itself to capture votes from 
the older and poorer, who 
are discontented with Mr 
Kok's welfare reforms. 

As Mr Bolkestein puts it, 
"the CDA has aligned itself 
in social policy on the left of 
tbe PvdA". Those two par- 
ties governed together in 
1989-94 and could do so 
again, though with the PvdA 
on top this time. 

Mr Kok, who held the 
finance ministry in that cab- 
inet has salvaged a term of 
sorts at tbe European Cen- 
tral Bank for Wim Duisen- 
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berg, once a PvdA finance 
minister. The two were 
teamed In the second half of 
Mr Duisenberg’s 16 years at 
the Dutch central bank. 

Their combination of 
labour market intervention 
and financial discipline cre- 
ated hundreds of thousands 
of Jobs and cut the public 
sector budget deficit to 
below half the Emu norm. It 
was dubbed the Dutch mira- 
cle or. more personally, the 
“Wim-Wim scenario". 

Today, and In the coalition 
negotiations which will fol- 
low. Mr Kok must save his 
own job. There too, he 
knows he will need to com- 
promise. That is what he 
does best, say supporters 
and detractors alike. He has 
expressed the wish for a 
more socially conscious (bee 
to his next administration. 
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Who adds the extra dimension in 
European fixed-income management? 





But his firmest pledge, 
designed to sway those 
straying to the VVD. was 
aimed at tbe country’s 
minority of homeowners. 
Full deductibility of mort- 
gage interest payments at 
the top marginal tax rate "is 
good, and should stay," he 
said, "as long as 1 am prime 
minister." 

Many in his party think 
this is being too generous to 
the advantaged, but are con- 
centrating efforts on defend- 
ing social security benefits 
against further erosion. 

Internal discipline in the 
style of tbe UK Labour party 
under Tony Blair - wbo was 
f&ted when attending a PvdA 
rally in Rotterdam last Fri- 
day - has helped eradicate 
an opinion poll lead tbe WD 
had maintained through 
much of the cabinet term. 
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INTERNATIONAL 

Camdessus warns on ‘biggest crisis’ for IMF 


By Owen Robinson in 
Melbourne and Stephen fidler 
in Washington 


The International Monetary 
Fund could face the biggest 
crisis in its 53-year history if 
the US Congress rejected 
Washington's proposed 
S18bn contribution to replen- 
ish the Fund's resources. 
Michel Camdessus, IMF 
managing director, warned 
yesterday. 

The US Senate last month 
approved the administra- 
tion's request for the contri- 
bution following the IMF’s 
recent multi-biilion-dollar 
bail-outs for Indonesia. Thai- 
land and South Korea. But 


the House of Representatives 
has indicated strong opposi- 
tion to the plan, citing grow- 
ing international criticism of 
human rights abuses in 
Indonesia. 

Mr Camdessus, speaking 
in Melbourne en route to 
Washington from Singapore, 
acknowledged his concern 
about delay of the US contri- 
butiou. but said be still 
hoped it would be approved. 
The congressional wrangle 
over the proposal should be 
put in perspective, he sard. 

"In the House of Represen- 
tatives. you have the tradi- 
tional practice of linking 
issues, so when the govern- 
ment wants something, you 


attach to the bill something 
the government doesn't 
want at all, for example the 
abortion bill Then you have 
complicated negotiations 
between the White House 
and factions of Congress." 

Mr Camdessus also 
defended the IMF from criti- 
cism that it had been too 
harsh, particularly on Indon- 
esia, which is struggling to 
comply with economic 
reform demands attached to 
the IMF-negotiated $43bn 
bail-out package. On Mon- 
day, Jakarta's removal of 
fuel subsidies increased the 
price of fuel more than 70 
per cent, triggering warn- 
ings of further social unrest. 


The removal of ftiel subsi- 
dies was “indispensable" and 
though prices have sharply 
increased, they are still far 
below international levels. 
Mr Camdessus added. “This 
had to be corrected if you 
don't want to misallocate 
resources. It's like a doctor 
giving medicine; for a time, 
it creates more pain." 

Mr Camdessus said he was 
optimistic the present eco- 
nomic reform programme in 
Indonesia would succeed. 
This was because the Indo- 
nesian government had seen, 
through the failure of two 
earlier programmes, the 
high cost of postponing such 
measures. 


“Now they know* that, and 
they know the only effective 
thing for them is to stick to 
implementation of the pro- 
gramme they agreed with 
us.” 

Stanley Fischer, the IMF's 
first deputy managing direc- 
tor, said in Washington on 
Monday that the economies 
of Indonesia. Thailand and 
South Korea could start to 
turn the corner towards the 
end of this year or early 
next. 

But there were risks. The 
recurring weakness of the 
Japanese economy is a fact 
that has to be borne in 
mind." 

A further risk was the pos- 


sibility of a rise in interest 
rates in rich countries. Inter- 
est rates In industrial coun- 
tries were the “prime deter- 
minant of capital flows to 
developing countries. “If 
there is a period of sustained 
increases in interest rates, 
that could make the situa- 
tion more diffi cult in the cri- 
sis countries and the devel- 
oping countries in general.” 

Referring to increased 
speculation over interest 
rate rises in the US and Ger- 
many, Mr Fischer said there 
was “no reason to believe a 
sustained interest rate 
Increase" was on the cards. 
But he added: “It's on the 
agenda.” 


Sudan aid flights scramble to deliver 
food while peace is in the air 


Aid workers believe they have only a short 
time to make the most of a break in the 
conflict, writes Michela Wrong 


N ?or Thiep watches as 
neighbours hobble a 
bull, last of a herd that 
once numbered 40. and cut 
its l hr oat with a spear. Nor- 
mally. he would only slaugh- 
ter one of his rattle, precious 
status symbols, for a mar- 
riage or celebration. But his 
children are hungry and ha 
cannot afford to wait. 

In ihc village of Ajlep in 
Bahr el Ghazai. the southern 
Sudanese province worst hit 
by insecurity and drought, 
the Dinkas have touched 
rock bottom. “The commu- 
nity is moving to the final 
levels of distress." says 
Mawiir Nynk. a local relief 
worker. “They are eating 
the last things they 
own." 

Pre-famine signs heralding 
thousands of approaching 
deaths abound. At a feeding 
centre run by Medecins sans 
Fronlicres. hundreds of 
mothers, their breasts with- 
ered. cradle skeletal babies 
listless with malnutrition. 

Sheltering under trees 
from the scorching sun and 
driving dust storms. Giacom- 
etti-like stick figures hold 
hands imploringly to mouths 
or mb sunken stomachs. At 
the local market tiny piles 
of dried beans and peas are 
the only edible items on sale. 
"I’ve never seen anything 


like this," says Mr Mawiir. 
“In 1988. when there was the 
last crisis, those who moved 
to otber areas found food 
and water. Now there is no 
escape." 

The crisis is the product of 
failed rains and a 15-year 
war in which both sides 
liave ruthlessly used hunger 
to further their ends. 

For four years, cultivation 
was impossible because of 
the devastation wreaked by 
Kerubino K wan yin Bol. a 
local warlord backed by the 
northern Islamic govern- 
ment. Mr Kerubino rejoined 
the southern Sudan People's 
Liberation Army (SPLA) in 
January, and villagers say 
they have now “forgiven” 
him. But that still leaves 
Bahr el Ghazai at the mercy 
of Khartoum, which has 
restricted or banned entirely 
aid flights to the area in an 
attempt to punish the rebels. 

At the weekend Khartoum 
gave in to international pres- 
sure and ann ounced that 
Operation Lifeline Sudan, 
the umbrella aid operation 
grouping UN and private 
agencies, would in future be 
allowed to use five wlde-bod- 
ied aircraft and several 
smaller planes to drop food 
and seeds over Bahr el Gha- 
zaL 

The gesture was welcomed 


by UN officials, who said it 
would allow most of the esti- 
mated 350,000 people at risk 
to be saved, while still leav- 
ing the huge task of rebuild- 
ing a destroyed farming 
economy to a level where it 
could see through the lean 
months without outside 
help. 

“With five flights we can 
start saving lives,” says 
Jason Mates, food economy 
officer for World Food Pro- 
gramme. “But the situation 
did not need to deteriorate to 
this level.” 

But the Sudanese of the 
south are more sceptical. 
The Hming of the announce- 
ment, a day before a new 
round of peace talks between 
Khartoum government and 
the SPLA were about to 
open in Nairobi, has not 
gone unnoticed. 

H aving suffered a series 
of military defeats and 
with Us economy in cri- 
sis. the government is on the 
defensive and playing for 
time. The sudden ffla gnanim - 
ity on aid flights, SPLA 
members say, is aimed at 
winning sympathy abroad 
and increasing pressure on 
the rebels to declare a cease- 
fire. 

“This is just a public rela- 
tions exercise,” said a top 
official. “Khartoum wants a 
ceasefire so they can prepare 
a new offensive. If they feel 
the new situation with 
flights doesn't serve their 


strategy, they will stop it." 

And prospects for a suc- 
cessful outcome to the talks, 
diplomats agree, look bleak. 

Chairing the opening ses- 
sion on Monday. Bonaya 
God ana, Kenyan foreign 
minister, berated both sides 
with their failure to modify 
stances adopted at the end of 
inconclusive talks last Octo- 
ber. Neither, he said, had 
shifted on two key issues; 
separation of religion and 
state, and southern self-de- 
termination. 

The SPLA, analysts say. 
regards an Islamic constitu- 
tion recently promulgated in 
the north as a new obstacle 
to agreement, while the gov- 
ernment still rejects a map 
introduced by the rebels at 
the last talks which expands 
their territory to include key 
oilfields in Unity province. 

With the SPLA apparently 
convinced it can win the 
civil war on the battlefield 
rather than at the negotia- 
ting table, many aid workers 
fear the Nairobi talks will 
end without agreement and 
Khartoum will promptly 
rescind its latest flight order, 
leaving Bahr el Ghazal’s pop- 
ulation once again staring 
famine in the face. 

“The general feeling in the 
aid community is that this is 
a very narrow window of 
opportunity that could close 
at any moment. So we're try- 
ing to fly as much Into Bahr 
el Ghazai while we still can," 
saitj a Nairobi aidrofficiaL 



A woman and chid await add supplies at the Ajiep air strip in south 
Sudan. The crisis is the product of taSed rains and a 15-year war in 
which both sides have ruthlessly used hunger to further their ends 
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Egypt business 
leaders to boost 
Israeli links 


By Mark Huband In Cafro 

Egyptian business leaders 
aim to turn Israeli public 
opinion against the policies 
of the Israeli government by 
strengthening Arab ties with 
Israeli organisations deter- 
mined to save the Middle 
East peace process. 

Thirty leading Egyptian 
business people and profes- 
sionals have set up the Cairo 
Peace Movement (CPM) 
aimed at forging direct links 
and co-ordinating educa- 
tional and cultural 
exchan ges with Israeli mod- 
erates. 

They hope to diminish 
Israeli suspicion of Arabs 
and the Arab states, encour- 
aging support for the peace 
process within Israel. 

The CPM has drawn its 
guiding principles from an 
agreement signed by Arabs. 
Israelis and others in Copen- 
hagen in January 1997. com- 
mitting all sides in the Mid- 
dle East to settling the 
Arab-Israeli conflict through 
dialogue. 

The CPM has been 
approved by the Egyptian 
government, and has the 
specific support of Osama al- 
Baz, President Hosnf Mubar- 
ak's mam interlocutor with 
Israel 

“The real battleground for 
peace is inside Israel, not 
Egypt." said Salab Bas- 
siouny. CPM chairman and a 
former Egyptian ambassador 
to Moscow. “Arab public 
opinion supports peace. 
While I think Israeli public 
opinion in general does so 
too, we want a revival of 
public interest in the peace 
process itself." The CPM 
aims to attend a peace con- 
ference in Israel next month. 

Egyptian officials have for 
more than a year been con- 
sidering ways of appealing 
directly to Israeli public 
opinion, and seeking ways of 
preventing impressions of 
the Arab world being filtered 
solely through increasingly 
belligerent Israeli govern- 
ment statements. 

“We are working definitely 
within the Egyptian position 
[on the peace process] and 
defending this stance, as 
well as defending the Pales- 
tinian position,” Mr Bas- 
siouny.saM. 


Israel spending 
bias attacked 

Israel's State Comptroller 

yesterday criticised Benjamin 
Netanyahu's coaftton 
government for spending a 

(^proportionate amount on 
religious parties whae 
cfiscriminating against others, 
especially Israel's Arabs and the 
elderly, writes Judy Dempsey 
In Jerusalem. 

Miriam Berv-Porat said the 
government spent too much 
money keeping the coalition 
together. The housing ministry, 
for example, which is contraBcd 
by the reSgtous parties, built 
homes mainly for constituents 
white the ultra-Orthodox 
Yeshhrot, or religious schools, 
inflated the number of students 
to win more money. 


“But we wont be negotia- 
ting with the Israeli govern- 
ment [on Egypt's behalf]. We 
don't want any subsidy from 
the [Egyptian] government 
and will be supported by 
leading business people in 
Egypt” 

The CPM has attracted 
support from Egyptian busi- 
ness people who had hoped 
to strengthen commercial 
ties with Israel following the 
launch of the peace process 
in 1981 and the ensuing Oslo 
agreements. 

Just over a year ago. Ibra- 
him Kam el, chairman of the 
Kato industrial group, 
became the first Egyptian 
businessman to buy shares 
in an Israeli company when 
he bought a stake In Israel's 
Koor Industries. 

Hopes that such ties would 
be strengthened have been 
shattered since the Israeli 
government of Benjamin 
Netanyahu built new Jewish 
settlements on Arab land 
and refused to abide by 
agreements to withdraw 
troops from territory to be 
administered by the Pales- 
tinian Authority. 

Plans by the World Eco- 
nomic Forum to hold a fifth 
annual Middle East and 
North Africa economic sum- 
mit to strengthen Arab-Is- 
raeU business ties this year 
have been cancelled because 
of the peace process impasse. 
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BP ready to invest in 
Iran if US line eases 


By Robert Gorzme 


British Petroleum is looking 
at possible investments in 
Iran, believing the US may 
be starting to change its atti- 
tude towards Tehran. 

John Browne. BP'S chief 
executive, said the company 
- which recently opened an 
office in Tehran - was 
looking at exploration and 
production projects and 
investments in Iran's petro- 
chemical sector. 

But he said I hero was one 
big c.ncut to investing in 
Iron: “We would like to see 
some progress on the Iran- 
Libya Sanctions Act tllsa).'' 
the main vehicle for unilat- 
eral US sanctums aimed at 
restricting international 
investment in Iran's oil and 
natural gas industry. 

Mr Browne admitted that 
the iKilitics of tile IJS-lnuiian 
relationship " fluctuated 
from mom h to month” but 
he stud: “We are lie# lining 
fo mv some clianye m Wash- 
in# oil." BT did not require 


By Nancy Dunne in Washington 

The US may choose to face 
trade retaliation, rather than 
negotiate a settlement, if it 
loses a World Trade Organi- 
sation case involving shrimp 
fishing. 

At issue is a US law that 
bans imports of shrimp from 

countries which do not have 
laws protecting sea turtles. 

Last month, a WTO dis- 
putes panel issued an 
interim ruling against the 
US law. The decision has 
infuriated US environmen- 
talists. who argue that trade 
rules should make excep- 
tion's for the greater environ- 
mental good. If the decision 
ts upheld, the US would be 
required either tn amend the 
law. or face WTO-authorised 
trade retaliation by eoun- 


the repeal of Asa in order to 
consider investing in Iran, 
but it wanted to see enough 
progress “so perhaps some 
normalisation of relations 
can take place”. 

BP is especially sensitive 
to the issue of investing in 
Iran. Although the company 
traces its origins to the 
country - , it withdrew’ from 
Iran after the 1979 Islamic 
revolution. 

BP also has extensive 
interests in the US, where it 
Is the- single biggest pro- 
ducer of crude oil and the 
largest foreign investor. Mr 
Browne said BP “won’t do 
anything to upset" its US 
position. 

Any investments by BP 
are also thought to depend 
on the reformers in Tehran 
gaining the upper hand in 
their power struggle with 
conservative religious ele- 
ments. 

International oil company 
interest in Iran has 
increased in recent months 
as n result of ambitious 


tries which have complained 
that the law is hurting their 
exports. 

Since the WTO’s strength- 
ened disputes procedures 
took effect, no losing defen- 
dant in a case has so far 
opted for a settlement based 
on trade retaliation. 

This week the State 
Department granted 
approval to 39 countries, 
allowing them to export 
shrimp to the US this year. 
It did not include Thailand. 
Malaysia. Pakistan, and 
India, which brought the 
WTO case. 

Brazil and Venezuela were 
dropped from the list after 
US officials said they were 
not enforcing their own laws 
to protect tunles. 

State department officials 
said the US had not yet 


plans by Tehran to open its 
struggli n g oil and gas sector 
to large-scale foreign invest- 
ment. Many companies 
believe President Bill Clin- 
ton's administration is pre- 
pared to be more flexible 
over investments in Iran, 
especially if these reinforce 
the reformist elements in the 
government. 

But executives say US con- 
gressional resistance bas 
proved a complicating factor. 
In late March Thierry Des- 
marest, chief executive of 
Total, the French oil com- 
pany, said congressional 
opposition was the only 
obstacle to the US adminis- 
tration dropping its threat to 
impose unilateral sanctions 
on Total and its partners 
Petronas of Malaysia and 
Gazprom of Russia. The 
three companies are develop- 
ing the offshore South Pars 
gas field in the Gulf. 

A much delayed US deci- 
sion on whether to punish 
Total and its partners is 
expected later this month. 


decided whether to appeal. 
In the meantime, the law 
remained in effect 

Charlene Barshefsky. US 
trade representative, has 
criticised the WTO decision, 
saying there are exceptions 
in WTO rules to protect 

h uman , animal or plant life. 

However, the Clinton admin- 
istration has its own chal- 
lenge to the law in US courts 
where it is arg uing that it 
sets an overly broad stan- 
dard for turtle protection. 

Jay Ziegler, spokesman for 
the US trade representative, 
said the US was considering 
whether to accept retaliation 
or seek a settlement. 

Some trade experts argue 
that failure to abide by the 
panel's decision would set a 
bad precedent for other los- 
ers in the WTO process. 


Investors 
call on 
Malaysia 
to open up 

By Shaft McNulty 
hi Kuala Lampur 

A group of US investors in 
south-east Asia has com- 
mended Malaysia for relax- 
ing some restrictions on for- 
eigners but has urged the 
authorities to go further. 

“If you really want to... 
get some of the high quality, 
long-term, high-tech inves- 
tors in here, you have got to 
go all the way." said Ernest 
Bower, president of the US- 
Asean Business Council, in 
an interview yesterday. 

To attract much-needed 
foreign investment as the 
regional financial crisis 
slows its economy, Malaysia 
bas raised its limit on for- 
eign equity in telecom com- 
panies to 61 per cent from 49 
per cent, but only for five 
years. It has also given for- 
eigners a five-year deferment 
to comply with a new limit 
of a 51 per cent holding in 
insurance companies - down 
from 100 per cent in at least 
the case of American Inter- 
national Group. 

“We would like to be here 
as frill participants in the 
market'' Mr Bower said. He 
spoke on behalf or the Wash- 
ington-based council, whose 
representatives are tn Malay- 
sia for discussions with gov- 
ernment and business heads. 

The council has for several 
years called on Malaysia to 
open its markets and Mr 
Bower welcomed the steps 
taken. But other Asean 
member countries, such as 
Thailand and Indonesia, 
have shown mare readiness 
to liberalise as they restruc- 
ture their economies. 

Malaysia rem ains con- 
vinced. however, that if it 
opens its markets too 
quickly and too broadly its 
own companies will be over- 
run by foreign competition. 

Abdullah Ahmad Badawl, 
Malaysian foreign minis ter, 
said after speaking to the 
US- Asean Business Council 
that the steps taken would 
be enough to attract foreign 
investors. 


US may insist on keeping 
disputed shrimp law 


Think-tank fends off attacks 
on US anti-dumping laws 


By Nancy Dome In Wasbngtan 


A prominent US think-tank 
yesterday defended US anti- 
dumping laws, saying the 
worst accusations of unfair- 
ness had already been 
addressed by legislation 
implementing the Uruguay 
round of trade negotiations. 

Further changes proposed 
by critics or the anti- 
dumping regime - such as 
exceptions when supplies 
are short - were “merely 
thinly veiled attempts to 
eviscerate anti-dumping 
laws.” said Greg Mastel 
of the Economic Strategy 
Institute In a book 
released yesterday in 
Washington. 

He argued that such laws 


were necessary in a world 
economy where companies 
acted from highly protected 
“sanctuary” markets, and 
foreign governments sup- 
ported over-production. 

Controversy bas for years 
surrounded the laws allow- 
ing the imposition of tariffs 
on companies found to have 
“dumped” their goods in US 
markets at what is deemed 
by US government agencies 
to be unfairly low prices. 
Critics see them as “the last 
vestige of protectionism” 
used by domestic companies 
to counteract lower tariffs 
agreed in international nego- 
tiations. 

Mr Mastel admits there 
has been valid criticism of 
US anti-dumping procedures. 


But changes made by Con- 
gress should be given a 10- 
year test period, he said. “A 
variety of interest groups, 
including foreign govern- 
ments and companies, 
importers and laissez-faire 
economist are tireless critics 
of anti-dumping law," he 
said. 

“As they often admit, their 
first preference would be 
abolition of anti-dumping 
laws, but they recognise that 
abolition is not a politically 
realistic option.” Instead, 
they propose changes which 
would “fundamentally com- 
promise the basic principles 
of anti -dumping laws - they 
are wolves in sheep's cloth- 
ing". 

Mr Mastel argued that 


there was “a compelling his- 
torical legal moral and eco- 
nomic case for the continued £ 
application of such laws". 
Without them, the US econ- 
omy “would be ravaged by 
mercantillstic national strat- 
egies” emanating from Asia 
and the former Soviet Union. 
Protectionists in Congress 
would gain the upper hand, 
and far worse damage would 
ensue to the world's trading 
system. 

Anti-dumping laws 
affected no more than 0.5 per 
cent of US imports between 
1980 and 1993, and in most 
years the level was far 
lower. Only about 44 per 
cent of the cases filed 
resulted in the imposition of 
anti-dumping duties. 


US Eximbank chief goes on * 
African investment safari 


By Nancy Donne in Washington 


James Harmon, US 
Export-Import Bank chair- 
man, the first senior US gov- 
ernment official to follow up 
President Bill Clinton’s 12- 
day African tour, returned to 
Washington last week deter- 
mined to challenge Europe's 
trade hegemony in sub-Saha- 
ran Africa. 

Officials and businessmen 
in Namibia. South Africa 
and Zimbabwe were pleased 
to see him. and for good rea- 
son. “Leaders come with 
great words. We come with 
money,” Mr Harmon told 
them. 

This is not something Afri- 
cans are used to hearing 
from Eximbank, which has 
been focused in recent years 
on Asia and Latin America. 
Although Erimhank Is Open 
for business in IS sub-Saha- 
ran countries, Mr Harmon is 
the first chairman to have 
visited southern Africa in 
the 65 years of the bank’s 
history. 

"Europe is ahead of us in 


terms of trade and export 
assistance." Mr Harmon 
noted. “They have had a 
long history of relationships 
and it's paid well for them.” 

US exposure in the Philip- 
pines is $2.6bn. By contrast 
it is Si 58m in South Africa 
and S109m in Zimbabwe. 
Eximbank's competitors 
have six to 10 times more 
exposure in sub-Saharan 
Africa. 

His immediate goal is to 
tell African businessmen 
and bankers what Esimhank 
can do. “There is greater 
opportunity than I expected. 
There is also greater chal- 
lenge," he said. 

One emphasis will be on 
small business, which com- 
prises more than 50 per cent 
of the economic activity in 
the region. Eximbank is con- 
sidering assisting African 
businessmen who want to 
set up US fast food and cof- 
fee bouse franchises and 
need loans for equipment In 
South Africa, he discussed 
the possibility of making fin- 
ancing available through the 



James Harmon; ‘Leaders come 
wflh great words. We come with 
money 1 AP 


Small Business Association. 

With its natural beauty 
and exotic animal life, there 
Is scope for developing tour- 
ism. Those countries haven't 
marketed themselves.” said 
Mr Harmon. “There's oppor- 
tunity for marketing firms." 
And hotels, resorts, taxis, 
guides, and the other accou- 
trements of tourism. 


Also major expansion will 
be needed in telecommunica- 
tions and energy. He met 
officials of the South Africa 
Foundation, a fund which 
pays far toll roads, airports, 
harbours and other infra- 
structure projects. . 

“We're looking at some § 
very big projects." Mr Har- 
mon said, although he 
declined to name the pro- 
jects. 

Airlines and airports also 
offer opportunities. Apart 
from one direct flight 
between New York and 
Johannesburg, most Ameri- 
can travellers must fly first 
to Europe to reach southern 
Africa. 

Mr Harmon discussed fleet 
modernisation with Air 
Namibia, privatisation with 
South Africa Airways and 
medium-range regional air- w 
craft with Air Zimbabwe. 

“There are several things 
we have to follow through 
on,” Mr Harmon said. “This 
is lust the beginning. We 
have to put the people in the 
market and stay the course." 



FINANCIAL times WEDNESDAY MAY 6 1998 ★ 


♦ 

Risk is our business. 


■ .«*• 

“V J.-._ 





I 

A nice cut for our shareholders. 


i 


iv * 



V' 

l'*! 






V 



Long before reaching the bottom line, you’ll find that Swiss Res 
latest annual report is a really good read. 

It tells the story of a year in which we became the world s 
leading life & health reinsurer with the full integration of 
Mercantile & General Re under the banner of Swiss Re Life &: 


Health. 

It shows how we ventured into the most promising areas of 
development through the launch of Swiss Re New Markets, a new 
division that deals with innovative risk-financing solutions. 

And it relates how we became Italys new market leader by fully 
:onsolidating our activities there under the Swiss Re Italia brand. 


But most importandy, it concludes with a balance sheet to be 
proud of, strengthening our claim to be one of the world leaders 
in the insurance industry, now and in the next millennium: 

Gross premium income rose by 22 per cent to CHF 17 4 14 
million; return on equity touched 14.0 per cent. And profits after 
taxes hit the CHF 2 121 million mark. 

The happy ending is that we are proposing a dividend of 
CHF 44 per share to the General Meeting on 26 June 1998. 

If you want to know more about Swiss Res 1997 figures, take 
a shortcut to the Shareholders’ Letter on our Website at 
www.swissre.com/1998/results. Or fax us at +41 1 285 40 98. 


Swiss Re 
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China may j un g determined to stay on 
use euro in course through the storms 


reserves 


Despite signs that squalls are unlikely to abate, Hong Kong's 
leader tells John Ridding that he remains resolute 


By James Harding in Shanghai 
and James Kynge in B&png 

China yesterday signalled its 
Intention gradually to con- 
vert a proportion of its huge 
foreign currency reserves 
into euros once it has judged 
the strength and stability of 
the new European currency. 

The Economic Daily, an 
official government-owned 
newspaper, said the launch 
of the euro should facilitate 
trade relations with the 
European Union. China's 
fourth largest trading part- 
ner. by reducing currency 
risks and other transaction 
costs. 

About 60 per cent of Chi- 
na 's $140bn foreign exchange 
reserves is denominated in 
dollars, while Japanese yen 
and German marks each 
make up about 15 per cent of 
reserves, the newspaper 
said. 

As the euro emerges as a 
hard currency to rival the 
US dollar, international cen- 
tral banks will convert a por- 
tion of their foreign 
exchange reserves into the 
European currency, the 
report continues, and China 
“in accordance with the sta- 
bility of the currency, needs 
to increase our euro reserves 
appropriately and the 
weighting or our foreign 
debt". 

In the future, the report 
expected that 40-50 per cent 
of global financial assets 
would be denominated in US 
dollars and between 30-40 
per cent in euros. The rest 
will be held in Japanese yen 
and other currencies. 

However, the article 
reinforced China's cautious 
approach to the new cur- 
rency: “In the short term 
there are still some risky fac- 
tors associated with the 
euro ... so the relevant 
authorities in our country 
should study the impact of 
the euro carefully." 


Zong Liang, a researcher 

at the centre of international 
finance at the Bank of 
China, one of China's big 
four state banks, said that 
the euro's launch was likely 
to lead to an increase in the 
number of European bank 
mergers. 

In turn, thi s would raise 
the competitive pressure on 
Chinese banks operating in 
the global marketplace, as 
they had no immediate pos- 
sibility of merging, he said. 

in the short term 
there are still 
some risky 
factors associated 
with the euro’ 


Mr Zong added that China 
might also start to balance 
its current focus on purchas- 
ing US doilar-deoominated 
bonds by buying more state 
bond issues denominated in 
euros in the future, if the 
new European currency 
proved stable. 

• China's central bank yes- 
terday announced it would 
open the country's local cur- 
rency interbank market to 
eight foreign banks, a fur- 
ther step in the slow but 
gradual liberalisation of the 
finan cial services industry in 

■S hanghai 

Officials said the move 
underlined the government’s 
commitment to market open- 
ing despite turmoil in Asian 
markets over the past year. 
China did not think the 
Asian finan cial crisis should 
slow the pace of opening up, 
said Wang Qlnhual an offi- 
cial with the research 
department of the China For- 
eign Exchange Trade Sys- 
tem, which overseas the 
interbank market 


I t has been a tough 10 
months for Tung Chee- 
hwa. the former shipping 
chief at the helm of post-co- 
lonial Hong Kong. Asia’s 
financial turmoil soon swept 
aside the honeymoon of last 
July's handover. Rows have 
Oared over the freedom of 
speech and the rule of law. 

With legislative elections 
I due this month, and mount- 
ing redundancies deepening 
1 the economic gloom, the 
squalls are unlikely to abate. 
But despite the trials. Mr 
Tung is determined neither 
be. nor Hong Kong, wifi be 
blown off course. 

“We have faced a number 
of unexpected crises," says 
Mr Tung, In an interview, 
referring to the regional tur- 
moil and health scares rang- 
ing from lethal chicken flu 
to toxic red tides. T think 
we have responded very 
firmly, very clearly.” 
Although critics cite a fail- 
ure to be firm enough in 
upholding Hong Kong's 
autonomy. Mr Tung believes 
the administration has made 
a “good solid beginning **. 

More at ease than in the 
days ahead of the handover, 
Mr Tung lists achievements 
since. The one country, two 
systems formula which 


underpinned the Stno-Brf dsh 
treaties has taken root. Bei- 
jing has been supportive, but 
it has also kept its distance. 
The currency link to the US 
dollar has been defended and 

economic strategy remains 
intact 

“Other countries may have 
had to scale hack their ambi- 
tions", he says. “We have 
gone ahead with huge 
investments in Infrastruc- 
ture, bousing and educa- 
tion. 1 * 

To somp in the investment 
community, such stimulus 
and Mr Tung’s “flexible" 
approach to property supply 
smacks of unwelcome inter- 
vention. But the chief execu- 
tive says the investments 
are necessary to sharpen 
competitiveness. While he 
wants property prices to sta- 
bilise, Mr Tung insists the 
government Is not getting in 
the way of economic adjust- 
ment, nor will it scale back 
plans to raise home owner- 
ship from about 50 per cent 
to 70 per cent by 2007. 

“Residential prices have 
already come down 35 per 
cent and office property val- 
ues have come down 40 per 
cent to 45 per cent, all 
within four months," he 
says. “Although it is painful. 


it is necessary. At the end of 
the day we will be leaner 
and mare competitive." 

Popularity, however, has 
been sapped by this paln. 
The feelbad factor and an 
unemployment rate of 3.5 
per cent and climbing are 
partly to Mama far a slip In 
Mr Tang’s support A poll 
published last week by the 
Apple Daily gave him a 60 
per ceot satisfaction rating, 
down from nearly 70 per 
cent in the in itial post-hand- 
over period. 

He says the administration 
has coped wen with the 
many challenges it has 
faced, citing the chicken flu 
outbreak and the decision to 
slaughter the territory’s 
1.5m chickens. 

Economic affairs and 
health scares, however, are 
only part of the picture. 
More fundamental, argue 
critics, is that Mr Tong lag 
not been Arm enough in 
defence of the “two systems" 
concept which promises 
autonomy for Hong Kong. 

Martin Lee, leader of the 
Democratic party, cites the 
chief executive's delayed 
defence of the government- 
funded broadcaster in a row 
over press freedom and 
recent controversies over the 





Tung Chee-hwa: ‘At the end of the day we wtt be leaner and more competitive’ 


rule of law. These centred on 
a government decision not to 
prosecute Xinhua, one of 
Beijing’s main offices in the 
territory, for an alleged, 
breach of privacy laws, and 
fears that the government’s 
“adaptation bill” - which 
transfers legal rights from 
British to Chinese institu- 
tions - p laces mainland bod- 
ies above the law. 

“We deeply regret the pas- 
sage of the amendment,” 
says Justice, the Hong Kong 
section of the international 
commission of jurists. “The 
amendment undermines the 
rule of law.” 

Mr Thing rejects such 
fears. “Nobody is above the 
law, neither the chief execu- 
tive nor mainland enter- 
prises,” he says. The adapta- 
tion law, he argues, is 


necessary to replace the con- 
cept of the Crown from pre- 
handover laws and to clarify 
where laws bind the sover- 
eign and the state. 

Perceptions of such cases 
are crucial. Few issues are 
more sensitive for Hoag 
Kongers than fears of 
favouritism. The rule of law 
is as much a part of eco- 
nomic competitiveness as 
the lowering of Hoag Kong’s 
costs. 

“I know the determination 
is still there to protect our 
system," says Vincent Lo. 
chairman of Shui On, the 
property group, echoing oth- 
ers in the business commu- 
nity. 

He expresses confidence in 
the continued operation of 
the rule of law, noting that 
Emily Lau, a pro-democracy 


politician, is proceeding 
unfettered with, her suit 
against Xinhua. Political 
opponents remain uncon- 
vinced, however, ana have 
made the rule of law a cen- 
trepiece of election cam- 


A * L 
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Those campaigns are now 
in fun swing. While only 20 
of the 60 seats will be 
selected by the electorate as 
a whole, itself a source of 
criticism, pro-democracy 
forces and other government 
opponents appear set to 
swell their ranks In the leg- 
islature. 

Mr Tung is unfazed by the 
prospect But a more restive 
chamber and the aftershocks 
of regional recession, sug- 
gest the going for the chief 
executive and his team may 
get tougher stilL 


New Vietnam bank chief faces reform tasks 


By Jonathan BinbaM at Hanoi 

The Vietnamese authorities 
have nominated Nguyen Tan 
Dung, the first deputy prime 
minister, to be governor of 
the State Bank, the central 
bank. 

The job has been vacant 
for seven months while the 
authorities tried to find a 
candidate prepared to take 
on the job of reforming the 
troubled banking sector. 

Mr Dung, 49. is one of the 
youngest of Hanoi's top lead- 


ers, and comes with an 
impressive political pedigree: 

Since last September, he 
has been the right-hand map 
of the prime minister, Phan 
Van Khal. with special 
responsibility for economic 
management He will keep 
his position as first deputy 
prime minister if the 
National Assembly approves 
his nomination, as expected, 
after debate tomorrow. 

Last September, the 
assembly surprised the new 
government by rejecting an 


attempt to appoint the 
incumbent, Cao Si Ki«n, to 
a further five-year term. He 
had faced growing criticism 
following banking scandals. 

The International Mone- 
tary Fund and World Bank 
argue that Vietnam’s banks 
require argent reform to 
ensure continued economic 
growth In an increasingly 
difficult regional chmate. 

The last publicly available 
official figures produced by 
the World Bank indicated 
that in June last year 15.4 


per cent of all loans in Viet- 
nam’s banking system were 
overdue. Most are held fay 
the main four state-owned 
commercial banks, which 
are politically obliged to con- 
tinue lending to loss-making 
state companies. 

There are also worries 
about the health of some SO 
small private or “joint-stock 
banks”. Three joint-stock 
banks are known to have 
had liquidity problems over 
the past year the State Bank 
responded by bailing them 


out. Last week, Mr Dung 
repeated the government 
position that weak banks 
should be merged or dosed. 

Foreign bankers in Hanoi, 
with same is per cent of the 
loan market, complain of a 
“climate of fear" in the 
banking sector, arising from 
the unresolved scandal sur- 
rounding collapse of a group 
of private companies In Ho 
Chi Minh City last year. 
More than 70 people were 
arrested, including bankers 
at the city's state-owned 


commercial banks. 

Since the scandal emerged, 
foreign bankers say the 
State Bank has subjected 
them to a blizzard of regula- 
tions, many aimed at reduc- 
ing their competitive edge 
over local banks. 

Efforts to establish a local 
money market remain bog- 
ged down, while a proposed 
new electronic payments 
system funded with $49m of 
World Bank money is still 
not in place, despite being 
under discussion since 1994. 


Indonesia police fire live bullets at students 


By Sander Tboenes in Jakarta 

Indonesian riot police fired 
live bullets yesterday in a 
vain attempt to quell looting 
and anti-government student 
demonstrations in the city of 
Medan, according to civil 
rights activists. 

One activist in Medan, a 
city on the island of Suma- 
tra. said she had collected 
metal bullets from the scene 
of several riots in the past 
two days, confirming reports 
from other witnesses who 
said police had shot at riot- 
ers with more than the usual 
rubber bullets. 

Earlier this week General 
Wiranto. the powerful 
defence minister and chief of 
the armed forces, ordered his 
commanders to take “stem 
action" if students moved 
their protests off campus. It 
was the toughest army warn- 
ing yet to the students. 

The violent protests 



Riot police prevent students leaving a campus in Bandung. West 
Java, yesterday Reuters 


against President Suharto 
have been inspired in pan 
by his decision this week to 
raise prices for fuel, public 
transport and electricity. 

The demonstrations inten- 
sified in Medan as bystand- 
ers joined in and started 


looting and torching shops. 
Many of the shops are owned 
by ethnic Chinese, a minor- 
ity widely resented for their 
relative prosperity. About 58 
civilians and 20 police were 
wounded during riots on 
Monday. 


The price increases ful- 
filled an important pledge to 
the International Monetary 
Fund and paved the way for 
the release of a ?lbn standby 
credit on Monday. 

The IMF is due to review 
progress twice in the coming 
two months before releasing 
two similar tranches. The 
World Bank. Asian Develop- 
ment Bank and bilateral 
donors are expected to fol- 
low with their own aid 
offers. 

However, the riots in 
Medan raise the prospect 
that growing domestic 
unrest may frustrate govern- 
ment efforts to reform the 
economy and stabilise the 
rupiah. 

Student leaders, business 
executives and diplomats 
said the army might use the 
Medan riots and their nega- 
tive impact on the value of 
the rupiah as grounds for 
cracking down on all student 


protests, even though most 
have been peaceful. 

But the military's response 
to protests has been incon- 
sistent highlighting what 
diplomats say is a split in 
the armed forces. Police fired 
rubber bullets at peaceful 
students in the capital on 
Saturday, but yesterday 
troops escorted students 
from four campuses on a 
march In southern Jakarta. 

The Medan riots also indi- 
cate that an army crack- 
down could backfire Some 
witnesses said reports of 
police harassing female stu- 
dents had enraged bystand- 
ers as much as fuel prices. 

“We never had an issue to 
unite us until Krismon," 
said Hakim Hatta, a student 
leader, using a popular Indo- 
nesian acronym for mone- 
tary crisis. “This has made 
oar co-ordination more 
solid." 

Indonesia’s student move- 


ments, long pushed into apa- 
thy by regular arrests of stu- 
dent leaders and a ban cm 
nationwide student groups 
from operating on campus, 
have reappeared in a matter 
of weeks in universities 
across Indonesia. 

Mr Hatta. a law student 
whose Pijar student group 
focuses on building student 
networks, said student activ- 
ists had gone underground 
after a crackdown in 1996 
but kept in contact Some 
joined inter-campus study 
groups. 

These informal contacts 
are enough to co-ordinate 
protests, but student leaders 
concede their organisation 
may yet prove too weak to 
withstand an all-out crack- 
down. “We don't have one 
leader.” one activist said. 
"We are still waiting for the 
one who is ready to stand in 
front It could blow up and 
we could just have anarchy.” 





Discover Virginia, 'ibu won’t be the first British companie to do so. 


King James l obviously had a good head for business. It was by his ordi- 
nance that the Virginia Companie set up shop on the shores of Virginias 
Janies River in I60Z Nearly 400 years later, British companies are stiff finding 
commercial success here. They're attracted by die quality and depth of our 
workforce, in a state where labour and management enjoy a harmonious 


working relationship. And they appreciate die access to major American 
markets offered by such gateways as NAfeshfngton Dudes International 
Airport and The Port of Virginia. Perhaps ft!s dme you discovered die 
advantages of doing business 
in the New Vforid. 


Contact Andrew F. Rons. CEDI Director. fncemaoonaf Trade & investment DevetoptnencVirpnia Economic Development Partnership; 
P.Q. Box 796. Richmond. Virpna. 23218, USA. 804-371-0632, Fax 804-371-8860, www.YesVir 3 jnia. 9 r 3 
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Margin trading claims 
second HK brokerage 

Hong Kong's falling share prices and the unregulated practice 
of margin trading claimed a second victim yesterday when 
Forfuxe Securities, a small brokerage, requested a suspension 
of trading activities after its major shareholder went missing. 

Client accounts at Fortuxe will effectively be frozen, 
although clients with the requisite proof of ownership can sen 
their shares through other brokerages. The move added to 
the jittery sentiment surrounding smaller brokers since the 
collapse of GA Pacific in January. These brokers, already 
under attack from international houses and expanding tech- 
nology. have been suffering from dwindling turnover and week 
consumer sentiment. 

Police, working in conjunction with the stock exchange and 
foe Securities and Futures Commission, are investigating For- 
Juxa However, it appears its troubles stemmed from margin 
trading, whereby clients put up only a portion of the value to 
buy stocks, a practice prevalent among Hong Kong retafl 
Investors. Louise Lucas, Hong Kong 

AUSTRALIAN EXPORTS 


Increase in Korean cover 

Australia said yesterday it would increase short-term insur- 
ance cover provided to exporters to South Korea by AS200m 
to AS500 m (USS333m). The credit scheme, originally estab- 
lished in January for three months as part of the govern- 
ment’s Export Finance and Insurance Corp (EF1Q national 
interest account, has been extended for a further three 
months. 

The government had set aside A$70m of foe increased 
funds for new beef and horticultural exports to Korea, Tim 
Fischer, trade minister, said. South Korea Is Australia ’3 third 
largest beef market and its second largest export market after 
Japan, worth A$7bn a year. Reuters Canberra 

NORTH KOREAN DIPLOMACY 


Kim to visit Beijing 

Kin Jong-8, the reclusive North Korean leader, will visit China 
in the autumn for his first overseas visit since taking the reins 
fa Pyongyang, a Japanese dally reported yesterday, citing 
Chinese government sources. 

Mr Kim is expected to meet President Jiang Zemin of China 
andtotr factories. The trip comes as Mr Kim seeks weatar 
international support for his famine-threatened regime. Bei- 
weakened after China estab- 

Ltsheddipiomatic relations with South Korea in 1992, It sad. 
Mr Kim last visited Beijing in June 1983. Reuters, Tokyo 

PHILIPPINE INFLATION 

El Nino blamed for increase 
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Last Year People 


Spent 150 Bil l ion Dol l a r s On 


Compu ters. And 29 


T r r l lion On Mis cell an eo u s . 


■v ■ ; ' 


i *V- 

f •' !'■' • v ' 
V' - - 


•r 


Viva Miscellan eo*i# 


Automobiles. Remote controls. Security systems. 
Satellites. Digital technology is evolving well beyond 
the personal computer, showing up in more and more 
things and more and more places. And we should know. 
We’re putting it there. 

It’s DNA for machines. DigitalDNA”- embedded 


But it’s more than just machine innovation. 
Because the solutions that are DigitalDNA” are more 
than just technology. It’s a different way of doing business. 
It’s about finding better ways to work with our customers. 
And better ways to help them reach theirs. 

So while it’s true that PCs. drove, the digital revolution. 


solutions from Motorola® that change the way products work. Motorola has the right DNA for the digital evolution 

Making them faster, smarter, easier and just plain better. DigitalDNA”. Viva the evolution! . . 


w ^.d“»gitaJDNA.n^rola.cc>m 
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F0RE!GN1NV eSt MEN t OTTAWA UNLIKELY TO ALLOW FOREIGN BANKS TO SET UP BRANCHES SOON 


Banking study to delay Canada reforms 


By Edward Akfen in Toronto 

The Canadian government is 
likely to delay promised leg* 
islation to allow foreign 
banks to establish branches 
directly In the country, and 
is linking the issue with the 
politically charged Question 
of whether Canada’s banks 
should be allowed to merge 
with one another. 

Jim Peterson. Canada's 
secretary of state for finan- 
cial institutions, said yester- 
day the legislation would be 


held back until alter the 
report of a national taskforce 
on finanrial institutions was 
issued. The decision on 
branches, ho said, was part 
of the merger question and 
needed to be looked at as 
part oT a package. 

Mr Peterson had said in an 
interview last month that 
the measures would come no 
later than the end of June. 

Under current law, foreign 
banks must establish fully 
capitalised subsidiaries in 
order to set up branches in 


Canada. This requirement 
has discouraged some banks 
from entering the market, 
particularly for large-scale 
corporate lending that 
requires access to the parent 
bank's capital base. 

Eliminating that barrier 
was a top priority for Ameri- 
can and European negotia- 
tors in last year’s successful 

conclusion to the financial 
services agreement in the 
World Trade Organisation. 

Canada Is obliged to allow 
direct foreign hranching no 


later than June next year to 
meet its obligations under 
the WTO agreement 

Mr Peterson said Canada 
would honour its interna- 
tional commitments despite 
the delay, and suggest e d the 
government would consider 
allowing foreign branches to 
engage to retail as well as 
wholesale banking. 

The national taskf orce is 
expected to make recommen- 
dations on the bank mergers 
and on whether Canada 
should lift its 30-year-old pol- 


icy of protecting Its banks 
from foreign buyers by 
insisting bank shares be 
widely held. Four of Cana- 
da's five largest banks have 
announ ced plans to merge, 
but these must still be 
approved by the finance 
minister, Paul Martin. 

Mr Martin said In an inter- 
view last month that the 
benefits of the mergers 
remained to be proved and 
insisted there was 
an absolute necessity to 
Tnafnfarm a reasonable level 


of domestic competition. 

The delay is likely to 
anger foreign banks. Bob 
Vastine. president of the US 
Coalition of Service Indus- 
tries, which represents US 
financial institutions OQ 
global trade issues, called 
the decision a big disappoint- 
ment' He said that from the 
banks' perspective the num- 
ber one objective In Canada 

was to establish branches. 
He said the banks had 
worked and hoped for this 
for years. 



Fighter of the future: versions by Boeing (left) and Lockheed Martin of the JSF for the US forces and Royal Navy 

Boeing and Lockheed Martin 
go to war for fighter deal 

JSF could be the last big manned combat aircraft, designed for 
a multiplicity of users and roles, reports Alexander Nicoll 


W hen the US govern- 
ment blocked Lock- 
beed Martin’s acquisi- 
tion of Northrop flr umman 
in March, the Pentagon 
seemed to be saying it 
wanted to keep three inde- 
pendent US suppliers of mili- 
tary aircraft. 

But after the present head- 
to-head competition between 
Boeing and Lockheed Martin 
to win the SlOObn Joint 
Strike Fighter (JSF) pro- 
gramme, there could In 
effect be only one. So much 
is hanging on the contest 
that neither competitor can 
contemplate losing. 

The JSF. scheduled to 
enter operational service in 


2008, could be the last 
manwxi combat aircraft to 
be built in large numbers if 
technology for pilotless air- 
craft continues to develop. 

Given defence budget 
strictures following the cold 
war, the JSF will almost cer- 
tainly be the last new US 
military aircraft, with or 
without a pilot, to be built in 
numbers for several decades. 

litis is because it is bring 
designed to meet the needs 
of three out of the four US 
services as well as of 
Britain's Royal Navy, with 
the same airframe, engine 
and avionics configured for a 
multiplicity of roles, operat- 
ing from conventional run- 


ways and aircraft carriers 
and with abort take-off and 
vertical landing. 

The JSF will replace vari- 
ous aircraft at present In ser- 
vice, including the US Air 
Force’s F-16 and Harrier 
jump-jets operated by the US 
Marines and the Royal Navy. 

The Pentagon estimates 
savings from the joint 
approach at $18bn Qn 1996 
dollars) in the development 
stage alone; total through- 
Hfe costs could be leas than 
half what they would be if 
its three services (the other 
customer is the US Navy) 
went for separate aircraft. 

Alan Mulally, who heads 
Boeing's defence division. 


says: "JSF is a neat concept 
in that it serves molti- 
branches [of the military] 
but 75-80 per cent of the 
parts are going to be the 
same. It has the boUt-in vari- 
ability the customer wants." 

Under contracts worth 
$2J2bn awarded in 1996. Boe- 
ing and Lockheed Martin are 
each producing two demon- 
strator aircraft to fly for the 
first time in 2000. In 2001, 
one of them will win the 
right to progress to the next 
stage, with the prospect of 
building 34X10 aircraft far the 
four initial customers, and 
potentially many more. 

The Pentagon, which is 
trying to get the most out of 
its reduced budget by 
streamlining its acquisition 
process, is using the JSF pro- 
gramme as a model. Instead 
of setting cumbersome speci- 
fications, it has set broad 
performance parameters and 
asked the contestants to 
come up with desig ns which 
will meet them. 

It has set affordability as 


the overriding principle, 
with the conventional ver- 
sion to cast $28m in 1994 dol- 
lars, gypinding R&D, and the 
carrier version $38m. Hus is 
cheaper than most compara- 
ble atrryaft and means mak- 
ing trade-offs between per- 
formance and cost from an 
early design stage. 

The Pentagon’s approach 
Is spurring manufacturers to 
modernise their production 
processes. Bidders submit no 
paper drawings, but discs 
containing their three- 
dimensional desig ns down to 
the last fastener. 

The Pentagon will judge 
the competing aircraft not 
only on performance but on 
how easily and cheaply they 

can be malntainail This 

means keeping the number 
Of parts to a minhwmn and 
making them easily accessi- 
ble to support crews. 

Frank Statkus, Boeing's 
JSF programme manager in 
Seattle, says: “The ways to 
keep this aircraft affordable 
came out of commercial pro- 


cesses for building aircraft." 
Boeing is using design and 
manufacturing software 
developed for its 777 aircraft 

Lockheed Martin is count- 
ing on its record as a 
long-term supplier of fighter 
jets, inrhidmg the F-16. "We 
know how to build fighters 
which can last 40 years," 
says Frank Cappucao, Lock- 
heed's JSF programme man- 
ager in Fort Worth, Texas. 

As in most defence pro- 
curements, politics will come 
into play: many jobs ride on 
the JSF decision as weD as 
on existing programmes 
more advanced than the JSF 
but still in early production 
stages. 

Lockheed is leading, with 
Boeing as a partner, the cost- 
lier F-22 air superiority 
stealth fighter now 
approaching full production, 
and It is still making the 
F-16. Boring is producing- the 
F/A-18 E/F Super Hornet for 
tiie US Navy. Both compa- 
nies are involved in pro- 
grammes to develop 
unmanned aerial vehicles. 

The competitors have to 
tread a fino line, as they do 
not want to disadvantage 
their other products in push- 
ing the JSF programme, 
which they may not win and 
which, like all military pro- 
curements, ' risks being 
scaled down or delayed. 

“Our strategy is not to sail 
them one versos the other." 
says Boeing's Mr Mulally. 
"You're cot going to hear us 
say the JSF solves every- 
thing. It's a fabulous product 
but we're trying to work 
with the customer to figure 
out how it fits in with the 
rest of the vehicles." I 



AIRLIN E ALL IANCES 

Washington plans inquiry 
over competition worries 


The US government said yesterday it * “V 

investigation Into the recent wave of alliances among the 

country's six' largest airlines. 

Patrick Murphy, deputy 

senators the affiances had raised fears that competition on 

domestic flights would be reduced. 

Dascffcing the affiances as “nothing less than a mriortrans- 

fonratfon oT the Industry" , Mr 

would not shy away from concerted action to stop antKJom- 

^^Las^month Delta and United Airlines, two of the world's 
largest carriers, announced a global alliance. Just one day 
afterAmerican Airlines and US Airways said they were 
launching an extensive marketing alliance. 

Both deals tallowed Northwest Airlines* similar agreement 
with Co nt inent a l AWnes in January. The deals in effect core- 


LOCAL TELEPHONE MARKET 

AT&T wants Baby Bells split 

AT&T yesterday threw Its weight behind crib for America’s 
five "Baby BeS* companies to be split as a way of kick- 
starting competition in the country’s local telephone market 

Michael Armstrong, chairman, said in a speech in Washing- 
ton that dividing the monopoly local carriers Into separate 
-wholesale" and “retair operations would make It possible for 
would-be rivals - including AT&T - to compete for local cus- 
tomers on a more equal footing with the Beds. The wholesale 
parts of the Bafis’ operations would be managed as regulated 
utilities, which would then sell access to their networks on the 
same terms both to their separate retail operations and to 
other companies. 

The Idee has already been taken up by other tong-dstance 
carriers, such as LQ International and MCI, but the backing of 
foe country's largest telecoms company is likafy to give ft 
more weight The long-distance carriers fear that Industry reg- 
ulators wiN eventually allow the five Betts Into the 
long-distance business, which has lower barriers to entry, 
before their entrenched local markets have been fully prised 
open. Richard Waters, New York 


ARGENTINE BANKS 

Liquidity rules may change 

Argentina b considering an increase in bank liquidity require- 
ments In advance of a possible rise in US Interest rates. 

If the US Federal Reserve seems to be inclining towards 
raising rates at the next meeting of its open markets commit- 
tee, due on May 19, officials have Implied that Argentina will 
raise liquidity requirements beforehand. A rise in liquidity 
requirements from the current 20 per cent was a key recom- 
mendation by last month's International Monetary Find mis- 
sion, whfc h urged measures to cool the economy. Gross 
domestic product grew 8.4 per cent last year. 

The IMF team warned that Argentina’s growing trade and 
current account deficit could leave ft exposed to a reverse In 
investor sentiment. It urged tax rises and other measures to 
slow domestic demand. Ken Warn, Buenos Aires 
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Sheraton Smart Rooms™ 




here’s your bed, tv, bar and your office is oyer there. 



Sheraton 

HOTELS & RESORTS 

the dearest sound quality* on calls back to the U.S. All 
at reasonable prices, from the comfort of your Smart 
Room™. Sheraton, so smart you’ve got no business 
being anywhere else. 

For reservations and information, call toll free 
00800-325^35353" or your travel professional. 

For on-line reservations, vis vwwsheraton.com. 


Sheraton and AT&T have joined forces to make 
the life of the business traveller a little less tiring and a 
lot more productive. 



That's why our Smart Rooms™ 

-^^ 2 , are designed not just as luxurious bedrooms, 
*SST bu t as fully functioning offices as well. 


ART 


You’ve got a large desk. There’s a Printer, 


(t's all nitMfl yaar rtacb. 


Fax and Copier. A full range of business essentials. And 
of course, large, comfortable beds. 

Sheraton is also proud to ofFer an innovation that 
makes it easier than ever to stay in the loop when our 
of the country. 

The AT&T Direct su Service Speed Dial Feature. 
At the touch of a button, you have fast connections with 

■ Clearest based on 1997 cuaomer preference study. 
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EU clears sterling’s path towards euro 

By Robert Peston, — 
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By Robert Peston, 

PORBCBI Editor 

European government beads 
have facilitated sterling's 
adoption of the European 
single currency in four to sis 
years through the compli- 
cated arrangements for 
appointments to the execu- 
tive board of the new Euro- 
pean Central Bank. 

"They have made it easier 
for us by arranging for a 
board member to retire 
every year from 2002 to 
2004," said a senior govern- 
ment official, "dearly when 
we participate in monetary 
union we will want to be 
represented on the ECB." 

Tony Blair, the prime min- 
ister, hinted at this yester- 
day in the House of Com- 
mons when he said that EU 
government heads had 


Trade minister warns businesses they must prepare 


Margaret Beckett, the chief 
trade minister, yesterday 
delivered a stem lecture to 
companies on ways in wNch 
they could lose if they tailed to 
ptan for the euro, Brian Groom 
writes. "Many companies 
beBeve that because the UK is 
not Joining in this first wave, 

they do not need to take any 
action," Mrs Beckett sod. "They 
are wrong. The euro zone win 

agreed over the weekend to 
give "appropriate weight and 
consideration” to “recom- 
mendations for nationals of 
member states not on the 
init i al slate” for the next 
round of ECB appointments. 

If sterling joined in 2002. a 
UK central banker could 


account for nearly half of British 
exports and over 40 per cent of 
British overseas cflract 
investment.” She added: "Even 
though we are not in the first 
wave, our businesses win be 
affected and must be prepared 
to address the changes which 
Emu w(B bring." 

Mrs Beckett and Lord Simon, 
the government's European 
trade minister, addressed 200 


become vice-president 
because the French appoin- 
tee. Christian Moyer, is 
scheduled to retire then. 

In ferocious exchanges in 
the Commons, Mr Blair gave 
a staunch defence of the 
decision at the European 
Union summit in Brussels at 


businesses at the National 
Exhibition Centre, to - 
B irmingha m. England's 
second-biggest city, in the first 
of a regional series of 
government seminars. 

Many exporters priced goods 
in sterling, Mrs Beckett s^d. As 
more of toefr comptfttors dealt 
in a single currency, pressure 
would mount for them to do 
likewise or lese business. 


the weekend to appoint Wim 
Duisenherg of the Nether- 
lands as inaugural ECB pres- 
ident for a truncated term of 
about four years. 

Responding to accusations 
that he had acquiesced in a 
breach of the Maastricht 
Treaty - which says the 


ECB president should serve 
for eight years - the prime 
minister said the Dutch cen- 
tral banker was "the only 
candidate that was credible". 
A failure to secure Mr 
Duisen berg's appointment 
would have been “a disas- 
ter” for f inancial markets, 
the primp minister 

He reiterated that the 
Maastricht Treaty had not 
been been breached because 
Mr Drnsenberg was under no 
formal obligation to quit - 
early, but had entered into a 
gentleman's agreement with 
EU government heads. 

Mr Blair described Jean- 
daude Trichet, governor of 
the Bank of France, the 
French candidate for the 
ECB post who has been lined 
up to replace Mr Drdsenberg, 
as - “respected and experi- 
enced”. He was pleased that 


‘Silicon Glen’ tries 
to shake off its 
, screwdriver image 

An initiative with Cadence of the US aims 
to rid the Scottish electronics sector of its 
low-value-added label, says James Buxton 
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T he shell of the vast 
Hyundai Semiconductor 
plant sited just off the 
motorway outside Dunferm- 
line. eastern Scotland, is 
almost complete. 

Unfortunately, the eco- 
nomic crisis in South Korea 
has pushed back its opening 
by a year, to the end of 1999. 
The delay to the £l.25bn 
(SC-0Sbn) project, announced 
in 1996. is an obstacle to the 
rapid growth of the Scottish 
electronics industry. 

It was followed last month 
by the decision of Mitsubishi 
Electric to close its televi- 
sion plant at Haddington. 
30km east of Edinburgh, 
with the loss of 500 Jobs. On 
the same day. Fullarton. a 
UK company, shed 350 jobs 
at its personal computer 
assembly plant at Gourock. 
on the west coast. 

But it is not all gloom. 
Last week Donald Dewar, 
the UK government's chief 
minister for Scotland, per- 
formed the ground-breaking 
ceremony for a project he 
called “the cradle of Scot- 
land's new industrial revolu- 
tion”. This is Project Alba, 
an initiative from Cadence 
Design Systems, a US com- 
pany. and Scottish Enter- 
prise. the development 


agency, to make Scotland a 
world centre in semiconduc- 
tor design. 

Cadence, based in San 
Jose, California, expects to 
employ 1.900 people at Liv- 
ingston. east of Edinburgh, 
by 2004. But Scottish Enter- 
prise believes 6,000 Jobe 
could have been created by 
then as other semiconductor 
design companies move in. 

Project Alba should trans- 
form a Scottish electronics 
industry which employs 
about 60.000 people. 

Many work in computer 
assembly for IBM, Compaq 
and Digital, or in semicon- 
ductor plants owned by 
Motorola and NEC. In the 
past decade, a stream of 
other companies from the 
US. mainland Europe. Japan 
and Taiwan has opened elec- 
tronics plants in Scotland. 

Yet Silicon Glen, as the 
Scottish electronics industry 
is called, has not shaken off 
the label of a low-value- 
added assembly - even 
“screwdriver” - operation. 

Project Alba should 
change that Cadence is the 
market leader in software 
tools used in semiconductor 
design, especially in 
“system-on-a-chip” technol- 
ogy. in which the systems in 
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‘Once a critical 
mass of trading 
has been 
achieved, more 
companies will 
want to go there’ 


an electronic product are 
designed into a singe chip. 
Semiconductor designers are 
in sho rt supply worldwide, 
particularly in California. 

“Whereas other companies 
are responding to what is a 
crisis just by raising salaries 
and poaching staff from 
other companies. Cadence 
has gone for a long-term 
solution, which is very 
refreshing." says Am Tolly 


of Dataquest, the electronics 
industry analyst 

Scottish Enterprise has 
helped Cadence set op a 
partnership with four Scot- 
tish universities - Edin- 
burgh. Glasgow, Strathclyde 
and Heriot-Watt - which are 
establishing masters degrees 
in “system-on-a-chip” design 
and will turn out about 200 
graduates a year. What 
Michael Beahnear. an execu- 
tive vice-president of 
Cadence, calls “a very 
unique collaboration 
between a sovereign govern- 
ment and a commercial 
organisation” was 
announced last December. 

Under Project Alba. Scot- 
tish Enterprise plans to 
establish a mechanism by 
which electronics designers 
can trade their software. 
This would exploit the rela- 
tively benign environment 
for protecting intellectual 


property provided by Scot- 
tish law compared with that 
of the US, where it can take 
two years to negotiate an 
intellectual property deaL 

Jim Porter of Scottish 
Enterprise says: “The exis- 
tence of a strong core of 
designers at a time when 
‘system-an-a-chip' is expec- 
ted to expand very rapidly 
will be a huge boost to Sili- 
con Glen. There win be spin- 
offs in an areas of electron- 
ics and it win become easier 
to anchor manufacturing 
companies already estab- 
lished here.” 

Mr Tully says Scottish 
Enterprise has grounds for 
optimism. “Semiconductor 
design operations are being 
set up all over Europe, but 
once a critical mass erf talent 
and trading has been 
achieved in Scotland more 
and more companies will 
want to go there." 
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Liquor licensing laws to be overhauled 


By John Wfflman, 

Consumer industries Editor 

The* government yesterday 
announced the first compre- 
hensive review of the liquor 
licensing laws for England 
and Wales since the 1960s. 
The laws cover pubs, clubs, 
restaurants and liquor 
stores. 

Apart from the introduc- 
tion of ail-day opening in 
1986 - extended to Sundays 
three years ago - the licen- 
sing regime is little changed 
since tough restrictions were 
imposed in 1915 to help the 
war effort. 


George Howarth, a Home 
Office minister, told the Brit- 
ish Institute of Innkeeping 
that the current laws, the 
most restrictive in the Brit- 
ish Isles, no longer reflected 
modem leisure activities or 
the needs of the tourism 
industry. “The time is right 
to blow away the cobwebs in 
British life by modernising 
the liquor licensing system,” 
be said. 

Among the Issues for 
review were the typegjrf 
licences, who should issue 
them, licensing hours, and 
conditions, and how the law 
should be enforced. 


The announcement was 
welcomed by the industry, 
which urged a speedy con- 
clusion. *lt would be nice to 
bring our licensing laws into 
the 20th century while there 
is still some of the 20th cen- 
tury left.” the Brewers and 
Licensed Retailers- Associa- 
tion said. 

The minister warned that 
change would come only 
after extensive consultation 
to protect the interests of 
rqsjdgnts and other inter- 
ested parties. Officials said a 
green government consulta- 
tion paper was likely at the 
aid of next year and legisla- 


tion would be some time 
later. 

The pub and tourism 
industries point out that 
there has been no trouble 
following the relaxation of 
restrictions in Scotland and 
Northern Ireland. 

• The prime minister’s 
office has expressed concern 
over a possible move by 
Jcdm Prescott, deputy prime 
minister, to cut the drink- 
driving limit, fearing it could 
be seen as an -attack on rural 
areas and motorists, George 
Parker and Liam HalBg an 
write. A public consultation 
on drink-driving legislation 


will end on Friday, with 
ministers undecided on 
whether to cut Britain's 
limit to bring it into line 
with most other European 

countries. 

But officials have grown 
increasingly concerned 
about the public response to 
a cut in the limit from 80mg 
of alcohol per 100ml of blood 
to 50mg. “We have been con- 
cerned for some time about 
the impact on rural pubs,” 
said one. “But we want to 
see what can be done to 
reduce the number of deaths 
caused by drinking and driv- 
ing.” 


, Maxwell auditor faces formal complaints 
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By jbR Ratty. 

Accountancy Correspondent 

The accountancy prof- 
ession's senior regulator is 
to hear formal complaints 
against Coopers & LybrancL 
one of tin* “Big Six” firms, 
over its role as auditor to the 
business empire of Robert 
Maxwell, the media magnate 
who founded Pergamon 
Press and The European 
newspaper. 


Auditors were criticised 
after the collapse of the Max- 
well companies — following 
the tycoon's death in 1991 - 
when it was found that up to 
£440m had disappeared from 
pension foods linked to the 
business empire. 

An investigation by the 
executive counsel to the pro- 
fession's Joint Disciplinary 
Scheme (a lawyer advising 
the scheme) has decided that 
a prima fade case exists 


against Coopers and a for- 
mal complaint will be made 
to the scheme's tribunal. 

The tribunal has in the 
past dismissed charges put 
forward by its counsel, or 
decided that no action is 
required against partners or 
firms. Coopers said it would 
be “cooperating folly” with 
the process. 

Initially the firm 
attempted to stall the 
scheme's inquiry until alts' 


the completion of civil and 
criminal proceedings linked 
to Robert Maxwell - but 
dropped its legal moves after 
contributing to a settlement 
far pensioners. It had argued 
that a scheme inquiry would 
place an intolerable burden 
on staff and partners 
involved and that the 
inquiry could have “cata- 
strophic" consequences if 
severe penalties were 
handed down. 


The tribunal will hear the 
case this year. It has wide- 
ranging penalties at tts dis- 
posal including unlimited 
fines and the banning of 
individual auditors. 

The disciplinary scheme 
said yesterday that Chris 
Dickson, the scheme's coun- 
sel. had completed his initial 
inquiry. Complaints would 
be made alleging that Coo- 
pers' conduct or quality of 
walk fell below standard. 


INSURANCE MARKET CONSOLIDATION, COMPETITION AN D EXC ESS C A PI TAL BLAMED FOR UND ER W RITIN G GLO O M 

Lloyd’s expects sharp decline in profits 


touOTQce Cortaspondefft 

Lluvd's of London warned 
vralrrday that insurance 
underwriting profits were 
expected to fall sharply. 
Excess capital, rapid consoli- 
dation and fierce worldwide 
competition have forced pre- 
mium rates for commercial 
insurance lower, eroding 
man jin*, it said. _ 

Max Taylor, chairman oi 

the centurfos-old insurance 
market, which recovered 

ftwm the brink of ^ tw ° 


years ago by ridding itself of 
billions of pounds in disas- 
trous losses from previous 
years, said competitive pres- 
sures were -relentless”. 

Lloyd's has revised profit 
forecasts made 12 months 
ago for the 1996 underwrit 
jjjg year from £600m to 
£S74m. It predicted profits 
for 1997 would be even lower, 
at £36610, a return of less 
than 4 per cent on the maxi- 
mum amount of business it 
was able to write, with the 
gloom extending into this 
year. 


"Underwriters win need to 
use all their skill and inge- 
nuity to produce pr ofits at 
the current time and we 
must prepare for the likeli- 
hood that some will not be 
able to achieve this,” said Mr 
Taylor. 

The severe downturn in 
global insurance has 
brought to a sudden end a 
buoyant period of trading 
that followed the worst 
losses In Lloyd’s his tory . 

Lloyd’s, which usually 
reports three : years in 
arrears, unveiled profits for 


1995 of £l.D05bn compared 
with £lJ313bn in 1994. The 
figure was calculated after 
deducting members' per- 
sonal expenses but excluded 
a £i44m release from 
reserves. It represented a 
return of 17 per cent on pre- 
miums of £5.92bn. Net 
resources at the end of last 
year were gLSbn. 

Mr Taylor ratsrated con- 
cerns that Lloyd’s “annual 
venture” system of raising 
fTesh capital each year 
imposed unacceptable costs 
on the market. But he 


denied suggestions that 
Lloyd's was trying to drive 
out Names, its traditional 
capital providers. 

The Lloyd's annual report 
also published yesterday, 
revealed that Sir David Bow- 
land, who retired as chair- 
man last year, was awarded 
a bonus of £120J)00 and his 
Lloyd’s car in addition to a 
salary of H5WXB. Mr Tay- 
lor’s annual salary is 
£400,000. Tt showed that the 
cost of running the market’s 
central services monopoly, 
the Corporation of Lloyd's. 


two bankers “known for 
their independent views” 
would be “in charge of the 
European Central Bank for a 
total of 12 years”, thus 
ensuring “stability”. 

Mr Blair said “the econom- 
ics have got to be right" 
before sterling was surren- 
dered, although be was con- 
fident the euro would be “a 
strong currency". 

TT it is in the interest of 
British jobs. British invest- 
ment, British industry we do 
it," he said. 

The prime minis ter dodged 
questions about how he 
intended to fulfil the crite- 
rion for Emu membership 
that applicant currencies 
must maintain a stable con- 
version rate with the euro 
for two years. 

Editorial Cosnent, Page 13 


Court 
move may 
clear way 
for beef 
exports 

By JAtoaei Sratt to Brussels 

Two meat factories in 
Northern Ireland have h pen 
given a clean bill of health 
by European Commission 
veterinary inspectors. The 
move could lead within 
weeks to the first exports of 
UK beef in more than two 
years. 

The favourable inspection 
will be greeted with relief in 
the UK. which haa suffered a 
series of setbacks in its 
attempts to win EU backing 
for a lifting of the ban 
Imposed after BSE, or “mad 
cow” disease, was linked to a 
fatal disease affecting 
humans. 

The European Court of 
Justice yesterday upheld the : 
European Commission's 
right to ban British beef 1 
exports over the disease. 

The court said the Com- 
mission “did not exceed the 
bounds of discretion in seek- 
ing to contain the disease 
within the UK”. It confirmed 
a preliminary opinion of its 
advocate-general and the UK 
government had expected 
the judgment 
It has been attempting to 
lift the ban with two 
schemes, one relating to 
Northern Ireland beef and 
the other to cattle through- 
out Britain boro after Octo- 
ber 1996. 

Commission officials say 
the “born after" scheme 
could be ready for presenta- 
tion to EU farm ministers 
this month. The Northern 
Ireland plan - the “certified 
herds scheme" - won back- 
ing from EU nations last 
month subject to favourable 
reports from veterinary 
inspectors. 

They concluded that the 
certified herds scheme was 
“well managed” by the 
Northern Ireland authorities, 
and that an abattoir and a 
meat cutting plant met EU 
requirements to start export- 
ing. The commission said 
yesterday that other plants 
would have to be inspected 
before they could begin 

Northern Ireland Is able to 
start exporting beef earlier 
than the rest of the UK 
because it has a computer- 
ised system far tracking ani- 
mal movements over the 
past eight years. The inci- 
dence of BSE - “mad cow 
disease” - in Northern 
Ireland is relatively low. 

The European court’s rul- 
ing yesterday concerned two 
separate but related cases 
against the Commission 
brought by the former Con- 
servative government of the 
UK and the National Farm- 
ers' Union of England and 
Wales, which has argued 
that the ban did irreparable 
harm to the British livestock 
industry. ! 


NEWS DIGEST 

AIRLINE PERFORMANCE 

Delays at biggest airports 
longest since 1991 

Delays at the UK’s six biggest airports increased last year to 
their highest level since 1991 . the Civil Aviation Authority said 
yesteretay. The average delay was 16 minutes, compared with 
14 minutes in 1996. in 1990, flights were delayed by an aver- 
age of 20 minutes and by 18 minutes in 1991. The figures are 
averages of all flights from the airports and not just of those 
which were delayed. The authority said last year's perfor- 
mance was still better than in the late 1980s despite a 24 per 
cart increase in the number of flights since then. Last year's 
delays had a variety of causes, including weather, industrial 
action, air traffic control difficulties, defective aircraft, missing 
passengers and security hold-ups. Delays to scheduled ser- 
vices increased to 13 minutes from 11 minutes the year 
before. International flights were delayed more often than 
domestic services. Delays were also more likely on long-haul 
routes than on short-haul flights. 

The worst airports for scheduled passengers were all in 
London. Delays at Gatwick and Luton airports averaged 16 
minutes. At Heathrow, the average delay was 14 minutes. 
Mchael Skapinker, London 

BOOKING AGENCIES 

Ticketmaster launches online 

Ticketmaster, the UK’s biggest booking agency for live events 
such as rock conceits and Lon dean shows, is launching an 
internet booking service. The company, based in Los Angelee, 
has operated an online booking service in the US for the past 
18 months. “We expect internet booking to become as popu- 
lar in the UK as it is In the US,” said Jules Boardman, manag- 
ing director of Ticketmaster (UK). Barry Diller. the US 
media mogul who also has extensive cable television Inter- 
ests. acquired 50 per cent of Ticketmaster last spring for 
$21 Om in shares. After a boardroom battle, he clinched agree- 
ment In March to buy the remaining 50 per cent for $400m in 
shares. Afice Rawsthom, London 


MONTSERRAT CRISIS 

Minister felt c in Kafka novel 9 

Clare Short, chief minister for international development, yes- 
terday criticised Foreign Office reaction to the Montserrat vol- 
cano crisis, as ministers came under fire from MPs for toek 
response to last year’s crisis on the Caribbean island. Ms 
Short told the House of Commons international development 
committee she felt she was in a "Kafka navel" as officials told 
her that her top priority was to continue a £3m ($5m) scheme 
to provide a new prison. 

"For quite a long time 1 was under horrendous pressure to 
build this prison," said Ms Short. "It was like living in a Kafka 
novel and I just had to say 'No. I don't believe this is right'," 
she said. The resources, part of a £58m assistance package 
spread over three years, eventually went into ‘more useful 
help". Ms Short added. In a separate hearing. Robin Cook, 
the foreign secretary, told the committee that the govern- 
ment's response to the crisis "had not been good enough". 
Liam HteEgan, London 


ITALIAN CARS 

Inchcape in Maserati deal 

Inchcape, the UK company which is the world's biggest inde- 
pendent vehicle distributor and importer, yesterday took over 
the UK import franchise for Maserati sports cars. It expects to 
sell up to 600 of the high-performance Italian cars annually. 
The Inchcape purchase forms part of preparations by Italy's 
Flat group to relaunch the Maserati brand globally. Rat’s Ferr- 
ari subsidiary bought Maserati In June. At that time produc- 
tion at the troubled Modena carmaker had dwindled to fewer 
than 1,000 a year, with only a few dozen being sold each year 
in the UK. Ferrari president Luca di Montezemolo Immediately 
closed the plant in order to re-equip it with the latest manu- 
facturing equipment and technology. Inchcape. which also 
owns Maranello Concessionaires, the importer of Ferrari cars 
to the UK, says the Maserati range will sell well below its 
Ferrari models. “The two brands will complement each other 
by having product fines which appeal to different sectors of 
the market" said Stuart Robinson, managing director of the 
UK Ferrari company who also becomes chairman of Maserati 
UK. John Griffiths, London 


BANKRUPTCY CHARGES 

Ex-trader to be sentenced 

Teny Ramsden, the former City of London trader who made 
several million pounds trading Japanese equities In the 1980s, 
was yesterday jailed for the night in London before being sen- 
tenced today for breaking the rules of hfs bankruptcy. He has 
admitted three offences of breaching his bankruptcy arrange- 
ments. Glen International, his company, collapsed in 1989 
owing creditors £100m. While bankrupt, Mr Ramsden con- 
cealed the existence of a trust fund from which, with his 
mother's help, he withdrew some £300.000. the court heard. 
He also foiled to disclose £77,000 won in a bet and owner- 
ship of shares. John Mason, London 


TELEVISION MOVE BY GRANADA 

Free digital boxes to be offered 

Granada Group is to give digital terrestrial television a boost 
by offering its TV rental customers free boxes needed to 
unscramble digital signals. Customers paying about £5 ($8.35) 
a week to hire colour televisions from Granada Technology, 
toe company's TV rental arm, will be offered a free box worth 
£200 once British Digital Broadcasting launches at toe end of 
toe year. Bra is a digital terrestrial company owned by Gran- 
ada and Cartton Communications. "We’re aiming at people 
who are excited about the new technology but may be ner- 
vous about committing themselves to it," said Roger Mavity. 
group managing director of Granada Technology. 

Cathy Newman, London 


UogfPs faces donators to global insurance 
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feH from regftn to Wftgin last probably not manage to lion recorded a modest sur- 
year as staff numbers recover most of the £570m in plus of £34.8m. compared 

declined by nearly 200. debts owed by Names who with a deficit of £4SL8m is 

Ron Sandler, chief execu- did not accept the 1996 set- 1996. when it made contribu- 

tive, said Lloyd's would tleroent offer. The corpora- tions to the recovery plan. 
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Your challenge 

CAREER OPPORTUNITIES THAT PUT YOU AT THE HEART OF A GLOBAL BUSINESS^ 


Times are changing and die h 1 arid's markets are 
changing with them. So, in our fast-paced world, 
there's a bank with a strategy that goes beyond 
keeping up with the rest ; ABN AMRO Bank, 

In our drive for success, we have opportunities not 
only for our customers, but also for success-driven 


professionals. Professionals eager to help establish 
the cutting edge in banking services and IT 
platforms , to advance beyond the ordinary. 

If you are that kind of professional, here's your 
challenge. In a major new area of banking called 
Global Transaction Services. 


Global Transaction Services takes a totally new 
approach to payments, cash management and trade 
services. A truly global approach, aimed at offering 
tailor-made solutions for our clients’ changing 
requirements. 

Now and in the future, innovation is the key to meet- 


ing those clients* local and international liquidity 
management needs. The professionals we’re looking 
for must therefore be ready to join a leading and 
rapidly expanding banking network Butt is on its wap 
to pushing back the borders in Global Transaction - ; 
Services, well into the 21st-century. 
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Trade Product Management's challenge is to develop 
global trade finance solutions and evaluate our bank's 
risk allocation, fee-sharing and risk-mitigation prac- 
tices. The group derives added value from working 
closely with various trade business units and IT 
groups, and by ensuring that ABN AMRO's trade 
capabilities are used in an optimal fashion. 


The Payments and Cash Management Product Group’s 
challenge is to deliver cash management services by 
focusing on account services & liquidity management, 
treasury services and payments & collection. 


GTS CLIENT INTERFACES !& - PLATFORM.' 
MANAGEMENT 


Client Interfaces 


Delivery Channels 



Bank Platforms 


Client Interfaces & Platform Management’s chal- 
lenge is to design, protect and enhance products 


and processes for the bank's core, clearing, routing, 
cash, payments and trade IT platforms for both 
customers and internal use. 

The group derives added value from providing 
GTS and its clients with an excellent package of 
expertise, analyses, knowledge of systems, products 
and industry trends. 


, QUALIFICATIONS & REQUIREMENTS 


Successful candidates will have the following 

qualifications and meet the following requirements: 

■ A university degree or level of thinking; 

• Three to six years' experience in cash managenent, 
payments systems, trade (finance), treasury and 
Internet products in a financial services or corporate 
environment 

a Experience in (banking) operations; 

■ A good understanding of product management; 

■ Experience in complex project management; 

• A sound understanding of IT in the banking 
environment; 

• Good English communication skills; 

• An international orientation; 

• Self-starter and team-player. 


WHY JOIN ABN AMRO BANK? 


ABN AMRO Bank is a leader in the Global Trans- 
action Services business. Our global network and 
proven expertise put us in a unique position to make 
the GTS business a resounding success. 

To that end, we already employ some of the financial 
world’s top professionals. By joining us, you will 
beeome a member of a team that enjoys new and 
outstanding career opportunities. You will also be 
working for an equal opportunities employer who is 
prepared to reward your excellent qualities with a 
competitive salary and a competitive package d 
banking employment benefits. 


HOW TO APPLY? 


Submit your letter in English, with a detailed 
curriculum vitae, to: ABN AMRO Bank N.V., Global 
Transaction Services (AG 2748), P.O. Bax 283, 
1000 AE Amsterdam, the Netherlands. Please 
specify clearly which position you are interested in. 
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ART THE MAGN ANI ROCCA FOUNDATION 


More to Parma than ham and violets 


Susan Moore admires 
a magnificent and 
diverse private 
collection 

Why do so few Italophiles ever 
it to Parma? This prosper- 
oua Emilian town, celebrated for 
Its cheese, ham and spring vio- 
lets. is home not only to parndgi- 
ano but the i6th century manner- 
ist painter Parmigianino, a 
host or masterpieces by Correg- 
gio. 

There are the deBghtfol fres- 
coes of the Camera di San Paolo, 
painted for the private delecta- 
tion of an aristocratic abbess, 
and his illusi on i stir frescoes in 
the cupola of Parma cathedral. 
The town boasts a ftna art gallery 
housed in the gaunt 16th-century 
Farnese Palace, alongside the 
impressive classical theatre. And 
just 13km away, at the Corte di 
Mamiano at Traversetolo di 
Parma, there is the Magnani 
Rocca Foundation, which re- 

THEATRE 


opened last month. This private 
country villa is home, to what 
must rank as one of the choicest 
small art collections 
anywhere in the latter part of 
this century, and i«ip interest- 
ingly, formed with more djscrimi- 
naiion than unlimited ^ 

By an accounts, the late Gino 
M a gn ani - he died in 1986 - was 
an unusually cultivated figure, a 
professor of art history in Rome, 
essayist and musicologist, a wwn 
as likely to discuss Stendhal or a 
late Schubert quartet .as any 
16th-century masterpiece. This 
breadth was manifest in his col- 
lecting too. Unlike most of his 
countrymen, Magnani did not 
confine himwif to the work of 
local or even Italian artists and 
the most striking aspect of a visit 
to Mamiano is discovering the 
unexpected - a stunning Dtkrer, a 
stupendous Goya, works by 
Ingres, Fuseli, a Mediterranean 
Monet, Renoir fish. 

The first thing one enco un t e rs 
in the spacious entrance hall is a 
vast malachite basin supported 


grows m stature 

Alastair Macaulay reviews Sam Mendes’ 
production, now installed at the Lyttelton Theatre 


Good as Sam Mendes’s 
production of Othello for the 
National Theatre was when first 
seen last S$rt ember at the Cot- 
tesloe. it is much better now that 
it has transferred to the Lyttel- 
ton. (In between, it has toured 
America, Europe, Asia, New Zea- 
land and Australia.) In particu- 
lar, David Harewood's account of 
the title role has grown immea- 
surably in immediacy, style, and 
power, and the whole staging - 
especially in the second half - is 
the most moving Othello I have 
ever encountered. 

True, there are a few losses 
with its move from the smaller 


The whole staging is 
the most moving 
Othello I have ever 
encountered there 
is not an ounce of 
exaggerated or 
unnatural acting 
anywhere 

auditorium. Almost every actor 
lets a few or his or her quieter 
words or phrases become inaudi- 
ble in the larger auditorium. But 
the production is compelling, the 
address of each actor to his or 
her colleagues exemplary. There 
Is not an ounce of exaggerated or 
unnatural acting anywhere here. 
On Monday, an audience that 
had brought an outsize share of 
coughs, throat-clearings and rus- 
tlings into the auditorium was 
gradually transfixed; in the last 
two acts, the tall of a pin onstage 
would have been been audible, 
and - in a production so econom- 
ical and focused - would have 
mattered. 

Much about this Othello - 
which is set in the period 
between the wars - will seem 
definitive for years to come. 
No performance more so than 
Simon Russell Beale's as tego. He 
and Meades have a noteworthy 
track-record in Shakespearian 


collaboration; he ‘ has been 
Mendes’s Thersttea On Troihis), 
Areil (in The Tempest), and 
Richard HL- - 

• Can any actor-' match h^n in 
patohinf thp misery of evD? Or 
its scorn? Or fts lonefiness? He 
seems HI at ease with his own 
body. His voice is stinging, his 
presence baleful, his mind bil- 
ious. Yet he takes us with revela- 
tory freshness -through each 
quicksilver stage of Xago’s think- 
ing, and takes us a gain and again 
by surprise. With no apparent 
change of gear, he seems to 
Othello & Co. loyal, concerned, 
simple; he is also witty, calm, 
and seemingly azUess. * - 

This superlative actor has, 
throughout the 1990s, been nnp of 
our foremost Shakespearians. As 
Iago, however, he has two faults. 
He shows the rattling speed of 
lago's talk, but occasionally Ids 
rapid delivery erf the long skeins 
of lago's schemes becomes a vir- 
tuoso kind of -monotonous babble: 
we . hear the speed but not the 
words. And, in same soliloquies, 
he Is too knowing, too dose to 
camp in his edd relish for the 
evfis he is setting in motion. Nei- 
ther of these faults is too serious. 
Right up to the end, fids Iago is 
disturbing and unfathomable: 
deeply so. . 

I bid remembered - I hope I 

will never forget - Clare Skin- 
ner’s rare ability as Desdemona 
to convey both purity and inno- 
cence; youthfulness and purpose; 
the shining alabaster-and-rose- 
pink of her complexion (the jux- 
taposition of this beside the bur- 
nished ebony of Harewood’s 
Othello is an indelible image); 
the vulnerable catch in her 
ardent voice; But I bad not appre- 
ciated — QT flhe baa gained in - 
her stillness. The complete com- 
posure of this . Desdemona, 
whether in private grief or cc ad- 
verting with others, is wonderful 
because it draws us in: so that 
the final scenes in her bedcham- 
ber are thrilling . Tranquil in hap- 
piness, she is rendered immobile 
by affliction. We hang on her face 
and voice and stance because 
their tiniest nuance expresses 
her Innermost feeling: ' 

As for Harewood, he now so 


by three gilt-bronze sphinxes by 
the outstanding French Empire 
fondeur-doreur, P-P -Thomire, 
made for Tsar Alexander H who 
then gave it to Napoleon. This is 
part of a notable group of Empire 
-furniture and works of art which 
Magnani acquired with the 
advice of the pioneering cham- 
pion of Neo-Classicism, Mario 
Praz. The second revelation 
comes In the long picture gallery. 
As a collector of Italian Old Mas- 
ter paintings. Magnani never put 
Afoot wrong; there is not a single 
dud. Moreover, a handful of 
paintings would grace any great 
museum. 

There is, for instance, the glow- 
ing, perfectly preserved panel of 
St Francis receiving the stigmata 
by Gentile da Fabriano, origi- 
nally made as a double-sided pro- 
cessional standard (the other, 
less interesting, side is in the 
Getty). St Francis kneels in 
prayer on a grassy ledge beneath 
the barren peak of La Verna- On 
the other side of a ravine, 
Brother !■»■> shtekfo his face from 


the divine radiance of the daz- 
zling, flame-like seraph whose 
golden light illuminates every- 
thing in its path and casta the 
rest in deep shadow. It is not 
known how Gentile came to 
interpret heavenly radiance a a 
natural sunlight (he achieved the 
effects by laying his pigments 


tight that became the hallmark of 
so much Florentine painting. 
Dareris Madonna, meanwhile, 
finds the artist at his most Vene- 
tian, a rare work of his second 
visit to Italy in 1605-7 and 
acquired by Magnani from an 
impoverished convent at Bagna- 
cavallo. 


Formed with discrimation rather than 
unlimited cash, this is one of the choicest 
small art collections amassed anywhere 
during the latter part of this century 


over gold leal), but this naturalis- 
tic rendering of tight and shadow 
Is entirely new in early 15th cen- 
tury Italian art. 

Here, too, is Ghirlandaio's "St 
Peter Martyr” which once 
adorned the high altar of Santa 
Maria Novella in Florence, dis- 
membered in 1809. Nearby, a 
Filippo Lippi Marinnwa and Child 
fs.suffased with the cool, blond 


Titian's breathtaktogly beauti- 
ful “Sacra Conversazione” domi- 
nates the main gallery, a 
Madonna and Child with St Cath- 
erine, St Dominic and a donor 
(probably a fflftmhpr of the Balbi 
famil y as picture ra,T|p from 
the Palazzo Balbi in Genoa). The 
monumental figures fill the fore- 
ground, the donor kneeling In 
devotion at the feet of the 



Batofui presence: Kroon Russefl Baahfe Iago catches the misery of evil 


fully i nhab its the role of Othello 
that he carries the play's later 
acts. His rapport with Desde- 
mona and Iago Is fuB of superb 
detail: how marvellously he lis- 
tens, and how poignantly he no 
sooner embraces Desdemona 
than he opens his mouth to 
address Iago. Because of him, we 
experience the plot of Othello 
three times oven first, as Iago 
announces what be win do; then, 
as we see it actually happen; 
finally, and most unbearably, as 
it is revealed, too late, to Othello 
beside his wife’s dead body. Hare- 
wood listens, as he has listened 
throughout, with an innocence 


immensely touching in so force- 
ful a man. It is still true that his 
actual diction Is laboured; the 
dark, intense vocal tone and the 
consonants seem conceived in 
very separate areas of his head. 
But his phrasing has become 
altogether more natural, his 
keen spontaneity overrides all. 
“Ferditian catch my soul/ But I 
do love thee, and when. I love 
thee oatj Chaos is come again." 
The famous lines seem new- 
minted, and seize the heart with 
a pang. 

Maureen Beattie’s Emilia hag 
likewise grown from good to 
excellent; Crispin Letts’s delinea- 


tion of Roderigo's deterioration Is 
still striking; there is no weak 
performance. Anthony Ward’s 
designs have transferred welL 
The production is set in the mid- 
war period, and its naturalism is 

perfect except for a clock's too- 
loud tick in Venice. Sometimes I 
think there is nothing better 
than to discover a new or unfa- 
miliar play of excellence; but 
sometimes I think that the best 
experience of all is to encounter a 
familiar play as if for the first 
time. So with this superb Othello. 

In National Theatre repertory on dm 
Soufa Bank, London SCI. 


Madonna and the statuesque vir- 
gin herself turning as if to 
respond to the prayer of her 
faithful servant 

World’s away is Goya's vast 
secular conversation piece of the 
family of the Infante Don Luis of 

1784 - notable for the fact that 
nobody is talking. Even Goya's 
palette is muted. The aged Don 
Luis, the brother of Charles ID, 
sits at the card table, game over 
and cards discarded, staring 
vacantly ahead; his much 
younger wife sits having her hair 
curled. A retinue of staff and 
family stand in attendance while 
in the foreground a painter 
crouches at hi« easel. 

Goya presents it all like some 
theatrical tableau, and even the 
protagonists seem to collude with 
an unseen audience. Donna 
Maria Teresa Inspects us warily, 
the servants look on with open 

curiosity. Don Luis seems to be 
holding his pose while waiting 
for the curtain to drop — on the 
whole Bourbon dynasty, perhaps. 

If these were not gems enough, 
the upper floor of the villa lwflHg 
more surprises, a group of 
Cezanne watercolours among 
them, and an outstanding hold- 
ing of so works - paintings, etch- 
ings and drawings, stfll-hfes and 


landscapes - by Magnani’s friend 
Giorgio Moran di, acquired 
directly from the artist 

How did Gino Magnani come to 
accumulate such magnificent 
works of art? One answer is that 
his father was a well-to-do busi- 
nessmen with interests in prop- 
erty and dairy and agricultural 
products. Another is that he pru- 
dently chose to buy works of art 
“notified” by the Italian govern- 
ment which, as they are unable 
to leave the country, were avail- 
able for a fraction of their inter- 
national market value. What 
gives this collection its truly dis- 
tinctive character, however, is 
the rare care, discernment and 
passionate determination with 
which Gino Magnani selected and 
pursued his quarry. 

In 1977 Magnani set up tbe 
Foundation for the public display 
of the collection after his death- 
Music and art remain the life- 
blood of the place - as do those 
precious rounds of Parmesan 
cheese maturing slowly on the 
family estate nearby which help 
ensure the up-keep of the 
museum a nd its programme of 
loan exhibitions and concerts. 

Hie Fo u n da t io n Is open daily, except 
Mondays, unfa November. 


Just a couple of 
not-so-swells 


NEW YOR K THEATRE 

ifigb Society 
St Janes, Broadway 

High Society has never before 
been performed on Broadway, 
but such is the shadow cast by 
its source material - the 1939 
Philip Barry play The Philadel- 
phia Story, its subsequent movie 
version, and the 1956 film musi- 
cal adaptation with songs by Cole 
Porter - that the current produc- 
tion's performers cannot escape 
comparison with the likes of 
Katharine Hepburn and Cary 
Grant 

Invoking Hepburn, the origina- 
tor of the role of Tracy Lord, the 
judgmental American princess 
who is on the eve of her second 
wedding day. and (frant the first 
screen embodiment of CJL Dex- 
ter Haven, Tracy’s debonair first 
husband who crashes the pro- 
ceedings to protect her, is not 
unfair. Theatregoers may not 
show up thinking they will 
encounter gods and goddesses of 
the Hepburn-Grant order, but 
they do have a right to expect 
performers who can make these 
roles their own; otherwise there 
is no reason for people to pay top 
prices for facsimiles. 

Unfortunately, neither Melissa 
Errico nor Daniel McDonald, who 
play tiie pair of swells here, is 
frilly up to the demands of their 
assignment, and their deficien- 
cies remove a lot of the glimmer 
and bite from what is otherwise a 
well-designed, quite enjoyable 
evening. McDonald is the more 
serious piece of miscalculation. 

A square-jawed specimen of 
almost reprehensible handsome- 
ness, with a voice that has heft 
but not much lyricism, he would 
be ideal for George Kittredge, tbe 
down-to-earth fellow Tracy is 
about to marry; but as the yacht- 
loving, aristocratic Dexter, he is, 
in almost every way fighting 
above his class. When called 
upon to sing “Just One of Those 
Things.” one of the production’s 
handful of interpolated Porter 
standards, he conveys lament but 
not wryness; when delivering dia- 
logue (from the book by Arthur 
Kopit) he is earnest rather than 
effortless. 

In contrast to her co-star. 
Errico is not exactly miscast She 
has aid-fashioned patrician pretti- 


ness, an elegant clear soprano, 
and is capable of the screwball- 
comedy speed her lines often 
require. She Is also very good at 
queening it over her colleagues. 
But just as Tracy has all the 
attributes of a first-rate human 
being except an “intolerance for 
human frailty.” Errico has all the 
making s of an excellent charac- 
terisation except an inability for 
playing upper-class irony. 

In the early scene where she 
tries to deceive Mike Connor 
(Stephen Bogardus) and Liz 
Imbrie (Randy Graff), the scan- 
dal-sheet reporters who ha\? 
been dispatched to cover her nu : i- 
tiaiK, she flounces around, mak- 
ing fun of their Midwestern hom- 
etowns. But when Enrico says. 
“South Bend.. . . it sounds like 
dancing, doesn’t it?” all you car. 

It is Tracy’s 
precocious baby 
sister, Dinah, who is 
better schooled in 
toff-like sarcasm 

hear is Hepburn’s voice trilling 
the line, with its playful yet 
steely assurance, ha this produc- 
tion, it is Tracy's precocious baby 
sister, Dinah (Anna Kendrick, 
deliciously bratty), who is better 
schooled in toff-like sarcasm. 

The other performers, with 
more stock roles to play, have 
near-uniform success. John 
McMartin, as Tracy’s daft Uncle 
Willie, is particularly delightful. 
Bottom-pinching, bibulous. 
McMartin darts in and out of his 
Oyster Bay estate, where the 
nuptials are to be held, spreading 
an equal measure of gaiety anc 
consternation. Tbe second-act 
scene where he runs amok 
among his arbored grounds, anu 
alights briefly to sing “Say I*. 
With G3n" is one of the produc- 
tion’s high points. In fact, tha> 
outdoor sequence, set brilliant! % 
by the designer Loy Arcenas 
against an imposing moon, is 
enchanting. In it, Barry and Por- 
ter’s comedy of confused affec- 
tions achieves a kind of Shake- 
spearean magic. If rally the entire 
evening, whose direction Is cred- 
ited to Christopher Renshaw, had 
achieved an equally high level of 
grace. 
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INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 


OPERA 

Netherlands Opera, **•* 
Muztekttieater 

Tel: 31-20-557 8911 
Toscar by Puodni, New production 
by Nikolaus Lehnhoff with a cast 
including Bryn Terfsl. The 
conductor is Rtocartto Qialfly; May 
6, 8. 10 ~ 

BASLE 

EXHIBITION 

KunstamiMum 

ret: 41-61-271 0828 

ww.AWistmuseumbwairt 

Andy Warhol: Drawings 1942-1987. 

Around 230 works by the American 

pop artist, most of them on loan 

from the Andy Warhol Museum In 
Pittsburgh and tiro Warhol 
Foundation to York; to 
Jul 19 

BERLIN 

DANCE 

De ut sc h e Oper 

Tot 49-3034384-01 . , ' _ 

DeuttOW Oper M rt j* <* 

works by KyWn. Bigonzitti ana 


Forsythe; May 8, 9. 10 

BOLOGNA 

OPERA 

Teetro Comunale 
Tot 39-51S29 999 
wwwJiettunoJUbottBatrocamar tale 
Don Pasquale: by Donizetti. La 
■Se al* production condoucted by 
Maurizio BenfeWRoberto Potestriln 
a staging by Stsfano VtooB. Cast 
includes Ruggero Raimondi; May 
6 , 5, 10 ‘ 

BRIGHTON 

THEATRE - 
Brighton Festival 
Tot 44-1273-685 861 
The Cherry Orchard: by Chekhov. 
Rtmss Tuminas directs a 
production by the Small Theatre of 
VfertuSi Lithuania. WtthEngBsh 
subtitles; Gardner Arts Centre. 
University of Sussex; May 8, 

7, 8, 9 ~ ■ ' 

BRUSSELS 

OPERA 
La Montale 

Tot 32-2-229 1211 
U Rftomo dTUBsse: by MOnteverdL 
New production conducted by 
Phlffppe Ptartot in a staging by 
Wflfiam KenWdge. With the 
Handspring Puppet Company, at 
theLunatheater.-May9.iO • 

CHICAGO 

CONCBTTS 
Orchestra HaH 

ret 1-312-294-3000 
www.chicagosyTrphony.org ... 
Chicago Symphony Orchestra: 


conducted by Mark Wgglesworth 
in works by Debussy, Mozart, Berg 
and Sibelius. With soprano 
Christine Schafer May 7, 

8,9 

DUBLIN 

EXHIBITION 

National Gafiery of Ireland 

Tot 353-1-661 5133 
The Irish Architectual Archive: 50 
works selected from the archive, 
including designs for houses, 
churches and civic biddings by 
architects Inducing James Gandon 
and Raymond McGrath; ends on 
Sunday 

EDINBURGH 

EXHIBITION 

Scottish National GeBeiy of 
Modem Art 
Tot 44-131-624 6200 
Wffiam MacTaggari (1903-1981): 
retrospective of the Edinburgh 
modernist Includes around 50 
paintings, watercolours and 
drawings, the majority borrowed 
from private c o fl ec ti ons and 
seldom exhibited; ends on Sunday 

GLASGOW 

OPERA 

Scottish Opera, Theatre Royal 
Tet 44-141-332 9000 
The Queen of Spades: by 
Tchaikovsky. Conducted by 
Htehard Armstrong n a staging by 

Yarmis Kokkos; May 9 

LAUSANNE 

OPERA 

Opdra de Lausanne, Thtttre 


Municipal 

Tot 41-21-310 1600 
B Matrimorrio segreta by 
Cfanarosa. Conducted by Jonathan 
Darlington fen a staging by Alain 
Marcel. Cast inctudes Afison 
Hagtey; May 8, 10 

LISBON 

CONCERTS 

100 Days Festival, Expo *96 
Portuguese Symphony Orchestra: 
programme of 20th century works; 
Main Auditorium, Centro Cultural 
de Bet&n; May 6 

DANCE 

100 Days Festival, Expo ’98 
Pina Bausctr specially 
commissioned new work; Main 
Auditorium, Centro Cultual de 
Betfm; May 11 

LONDON 

CONCERTS 
Royal Festival Hafl 
Tat 44-171-960 4242 
Barenboim Beethoven Cycle: series 
of six conceits, with Barenboim 
conducting the nine symphonies 
and directing the five Plano 
Concertos from the keyboard. With 
the StaatskapeBo Berth, the 
London Symphony Chorus and 
soloists tba; May 6, 7 

LOS ANGELES 

OPERA 

LA. Opera, Dorothy Chandler 

PavSion 

Tet 1-213-972 8001 
ymwJaopmorg 
(1 Trovstore: by Vans. Conducted 
by Gabriele Ferro in a staging by 


Stephen Lawless. Cast Includes 
Vladimir Bogachov; May 8 

MILAN 

OPERA 

Teatro aOa Scala 
Tet 39-2-88791 
wwwJascafa.mSanoJt 
Der Freischutr by Weber. 
Conducted by Donald Runnictes In 
a staging by Pier 1 AIR, with a cast 
including Kim Begley and Nancy 
Gustafson; May 7, 9 

MOSCOW 

EXHIBITIONS 

Puehldn State Museum of Fine 
Arts 

French Master Drawings from the 
Plsrpoint Morgan Library: featuring 
120 drawings, sketchbooks and 
albums drawn from the library’s 
permanent collections. Highlights 
wifi Include works by CSzanne. 
Delacroix, Ingres and Poussin; 
ends on Sunday 

MUNICH 

CONCERTS 
Pfriharmanie Gasterg 
Tel: 49-89*481 8181 

• Darid HeHgott Rachmartrtcw’s 
Piano Concerto No. 3. With the 
Munich Symphonfker, conducted 
by Jeanpiene Faber May B 

• Die Schdpfung: by Joseph 
Haydn. Concert performance 
conducted by Hayko Siemens; 

May 9 

• Milan Symphony Orchestra: 
conducted by Alan Francis in 
works by Mozart, Bruch and 
Schubert With pianists Ferhan and 
Ferzan Onder. and violin soloist 


Anton Baracbowsky; May 7 

• Vocalissimo! Gala der Stars: 
Enoch zu Guttanberg conducts 
works by Haydn. Mozart and 
Beethoven. With vlofln soloist 
Andreas Rainer; May 6 

PARIS 

CONCERTS 

Theatre des Champs Bys&es 

Tet 33-1-4962 5050 

• Cyril Huv& recital by the pianist 
of a programme of works by 
Brahms; May 11 

• Orchestra National de France: 
conducted by Jerzy Semkow In 
works by Mozart, Wagner and 
Tchaikovsky. With mezzo-soprano 
Jard van Nes; May 6 

EXHIBITION 
Musee du Louvre 

Tel: 33-1-4020 5151 
wwwJouvreJr 

Lb Collection Lemma: 17th aid 
18th century Italian art Exhibition 
to marie the gift to the Louvre of 20 
paintings and a sculptm. The 130 
paintings on display include 
religious and mythological subjects 
and portraits; to May 11 

SAN FRANCISCO 

CONCERTS 
Davies Symphony Hafl 
Tet 1-415-864 6000 
www^fsymphony.org 
San Francisco Symphony 
Orchestra: conducted by Peter 
Maxwell Davies fn the world 
premiere of his own new work, A 
Reel of Seven Fishermen. The 
programme Is completed by works 
by Haydn and Shostakovich. With 
cello soloist Lynn Harrell; 


May 7, 8, 9 

STOCKHOLM 

CONCERT 
Kdnl($ctten Oper 
Tel: 46-8-248 240 
Deutsche Oper Orchestra: 
conducted by Jirl Kout in works by 
Weber and Dvoftk; May 10 

OPERA 

KSnlgGchen Oper 

Tot 46-8-248 240 
Deutsche Open Tannhfiser, by 
Wagner. Conducted by Jlri Kout in 
a staging by G6tz Friedrich; 

May 7, 9 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(483m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0&30: Moneytins with Lou Dobbs 
13^0: Business Asia 
19.30: World Business Today 
22Mk World Business Today 
Update 

• Busmees/Mariwt Reports: 
05:07; 05:07; 07:07; 0820; 0920; 
1020; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 




EDWARD MORTIMER 


Rethink on Cyprus 

Tony Blair should use the EU presidency to break the deadlock 
iri the island's long-entrenched conflict 


Tony Blair is credited with 

Snaking peace in Northern 
Ireland. We do not know yet 
whether he really has, but 
fiis success in forging' the 
Good Friday agreement has 
given hin^. at least 
momentarily, a world aura 
aS a peacemaker. 

' 'But his spin-doctors chose 
the wrong testing ground for 
this new-found reputation, 
to the Arab-Israel conflict, a 
British prime minis ter, even 

vested in the temporary 
grandeur of ihe European 
Union presidency, has very 
little leverage. Nearby, 
however, lies another 
Idng-en trenched conflict in 
which the EU has a direct, 
'perhaps decisive role, while 
the UK has specific treaty 
responsibilities. 

~ -J refer to Cyprus, where 
even Richard Holbrooke, 
'architect of Bosnia's Dayton 
accords, failed to break the 
deadlock last weekend. Mr 
'Holbrooke, now US special 
envoy to Cyprus, described 
the setback as a "temporary 
but serious impasse”. 

'Serious it is. But to call it 
temporary must have taken 
all of his legendary can-do 
spirit Deadlock has 
'prevailed ever since Turkish 
troops occupied the northern 
two -fifths of the island in 
1974. regrouping the Turkish 
Cypriot population there 
while driving the Greek 
'Cypriots out. 

' 'Agreement in principle on 
a “bi zonal, bi-communal 
Federation" was reached as 
long ago as 1977, but 
repeated efforts by the 
'United Nations to hanslate 
-this into a new constitution 
‘have failed. The main 
obstacle has been the 
-determination of Rauf 
Denktasb, the Turkish 
Cypriot leader, to win equal 
status with the Greek 
Cypriots by getting the 
uforld to recognise his 
Turkish-protected de facto 
state in the north of the 


island. The Greek Cypriots, 
meanwhile, in gjar. on a 
workable federal 
government reflecting their 
preponderance in the 
population (roughly SO per 
cent;, on freedom to reside 
in any part of the island, and 
on the withdrawal of 
Turkish troops. 

Three years ago the EU 
sought to break this logjam 
by including Cyprus in its 
next wave of members. This 
was done to purchase Greek 
consent to a customs union 
between the EU and Turkey, 
but it was also hoped that 
the prospect of EU 
membership would give both 
communities on the island 
an incentive to settle their 
differences. If Turkish 
Cypriots blocked a 
settlement they faced the 
risk of seeing Cyprus 
admitted to the EU under its 
present, purely Greek 
Cypriot government; and if 
Greek Cypriots appeared 
intransigent they risked 
forfeiting the prize of entry. 

It has not worked. Mr 
Denktash has hardened his 

position, imposing two 
conditions for further talks 
that, as Mr Holbrooke says. 


make progress "extremely 
diffi cult". One is that his 
state should first be 
recognised internationally, 
the other that the accession 
talks between Cyprus and 
the EU should be hroken off. 

Only Turkey has real 
leverage over Mr Denktash - 
leverage it would have used, 
had thi n gs gone according to 
plan, to win west European 
good will and so smooth its 
own path to EU membership. 
Alas, at last December's 
Luxembourg summit the EU 
threw away this card by 
excluding Turkey hom the 
“accession process” that has 
since bees launched with 10 
central and east European 
countries, as well as Cyprus. 
It also confirmed Turkey's 
“ eligibility ” for accession 
and proclaimed a “European 
strategy for Turkey". But 
this had a hollow ring for 
Turks, who saw themselves 
denied equal status even 
with countries deemed not 
yet ready for actual 
membership talks, such as 
Bulgaria, Romania and 
Slovakia. 

Since then Turkey has 
sought to punish the EU 
rather than placate it. 



Serious impasse; Richard Holbrooke (left) with Rauf Denktash 


Instead of encouraging Mr 
Denktash to take up, or at 
least discuss, the ElTs offer 
to include Turkish Cypriot 
representatives in the 
accession talks, it has 
backed him in breaking off 
the long-standing 
interrommunal talks on the 
island's future. 

“We believe," says Mr 
Holbrooke (speaking for the 
US), “that Turkey's 
candidacy for EU 
membership should be 
considered on the same basis 
as other existing applicants, 
recognising that such 
memb ership could take 
many years.” 

Indeed, the EU should 
recognise that only by giving 
Turkey equal treatment can 
it revive hopes of reuniting 
Cyprus as a single, albeit 
“bi-zonal" state. Turkey is 
simply not going to allow 
the whole of Cyprus, with its 
Turkish community, to be 
swept into an EU where 
Greece is a member but 
Turkey is not welcome. 

If the EU persists with its 
present line, Cyprus will 
remain partitioned. The 
south with its Greek 
inhabitants will join, while 
the north with its Turkish 
Inhabitants stays outside, 
whatever the text of the 
accession treaty may say. 

In that case a different 
way of settling the conflict 
will have to be tried: the one 
long since accepted as the 
only possible basis far 
settling the Arab-Israel 
dispute, namely “land for 
peace". The Turkish Cypriot 
state, like the Jewish one, 
should be offered recognition 
of its right to exist, but on 
condition that it contents 
itself with the same share of 
the land that it has of the 
population - roughly half 
what it now occupies. 

Peacemaker Blair, as EU 
president, should confront 
his fellow heads of 
government with a clear 
choice. He should tell them 
that, unless they use ng-rt 
month's Cardiff summit to 
correct the mistake they 
made at Luxembourg, he 
will feel obliged to convene a 
conference of the three 
guarantors of Cyprus's 
independence (Britain, 

Oeece and Turkey) and to 
propose a new formula 
giving independence to both 
communities on the is land, 
on separate but equal terms. 

Eehoord.Mortimer@FT.com 


LETTERS TO THE EDITOR 


Chirac revealing on what fudge 
and a fix will actually mean 


From Mr Harold W.D. 
Hughes. 

Sir. You report (“Chirac 
and Kohl under fire for bank 
compromise". May 5) that 
Tony Blair, the UK prime 
minister, said of the decision 
on the European Central 
Bank presidency that “a 
fudge and a fix was actually 
avoided". He evidently does 
not share the same linguistic 
world as the rest of us. A 
fudge and a fix it most 
clearly was, providing an 
inauspicious start for a mas- 
sive and risky project 

Not much noted was the 
fact that Jean-Claude Tric- 
het, when eventually he gets 
into position, will serve the 
full eight years. Coupled 
with Mr Chirac's revealing 
words at the press confer- 
ence about the need to pre- 
serve France's position 
within Europe, we can all 


see what precisely the impli- 
cation of the fridge and fix 
actually is. 

What also seems in ques- 
tion now is the earlier deci- 
sion to adopt the eight-year 
term; four years Is surely 
enough for any one country 
to possess this position, 

unless of course one actually 
believes that it will be free of 
political interference. 

Harold W JO. Hughes, 

16 Wingfield Road, 
Kingston-upon-Thames. 
Surrey KT2 SLR, UK 

From Mr R.J. Miles. 

Sir, The French should be 
admired for their adherence 
to principle: the principle 
that all international organi- 
sations should be headed by 
a Frenchman. However, if 
the deal reached at the 
weekend was an informal 


one. what is to stop Wim 
Doisenberg announcing in a 
couple of years' time that his 
personal circumstances have 

changed nnd that, in accor- 
dance with the Maastricht 
treaty, he has decided to 
stay for the full term? 

RJ. Miles. 

Court Lodge, 

Blechingtey, 

Surrey, UK 

From Mr Giooarmi Zocchi 
Sir, 1 was struck by your 
front page picture of the 
euro coin (May 2-3). It 
depicts a Europe afloat In a 
geographical limbo, symbol- 
ising, perhaps, a Union 
devoid of a cultural and 
political context? 

Giovanni Zocchi, 
Bleegdomsvei 72 A, 
Copenhagen, Denmark 


Tracker device would deter tanker piracy 


From Mr David Shamash. 

Sir. Re your report of large 
tankers disappearing after 
being hijacked by pirates in 
south-east Asia (“Upsurge of 
piracy feared as Asian 
tanker vanishes". April 30), I 


wander why ships are not 
fitted with devices similar to 
the tracker that can be fitted 
to a car to locate it in the 
event of theft. It cannot be 
so difficult to invent a device 
that can communicate with 


a base station via the satel- 
lite links used by, for exam- 
ple. Inmarsat 

David Shamash, 

34 Floral Street 
London WC2E 9DJ, UK 


Independent 

heavyweight 

From Professor Robert 
H. Taylor. 

Sir. Because of its reliance 
on government and official 
agency data, your analysis of 
the relative rankings of UK 
universities ("Once glorious 
Oxford only scrapes a third", 

April 29) captures those 
which are in receipt of tax- 
payers’ funds but not the 
one which is not. 

Because of our small size 
and relatively recent origins, 
the University of Bucking- 
ham, the UK's only indepen- 
dent university, would not 
weigh in with the heaviest 
weights in your table. But in 
terms of a number of crucial 
indicators we would rank 
with the best in terms of 
staff; student ratio, pm 1 capita 
library expenditure, employ- 
ability of graduates, and 
international student body. 
The greater diversity of col- 
leges and universities in the 
US is sadly missing in the 
UK because or the increasing 
level of state-led direction to 
higher education here. 

Robert H. Taylor, 
vice-cbancellor. 

University of Buckingham, 
Buckingham MK18 IEC, 

UK 


Continuing enlargement of Nato key to European security 


From Mr Normans Penke. 

Sir, The process of inclu- 
sion of Poland, the Czech 
Republic and Hungary into 
Nato has approached its 
final stage and, as rightly 
stated in your leader “The 
US and Nato expansion" 
(April 28). it would be a mis- 
take either to delay or 
encomber with conditions 
the Nato enlargement pro- 
cess. It is in all our interests 
that the ratification will pro- 
ceed smoothly, thus paving 
the way for integration of 
other aspiring members into 
tiie structures that have cre- 
ated and sustained peace in 
Europe since 2945. 

However, your leader con- 


cludes that there is no need 
to rush with further enlarge- 
ment, especially in view of 
Russian sensitiveness. It also 
suggests that the Russian 
veto over the enlargement is 
an open issue although it 
has been repeatedly said by 
Nato that no third state, fra* 
example Russia, has a veto 
over Nato decisions on 
enlargement. I hope that you 
will agree that this is not the 
issue for injuring words. 

Furthermore, allow me to 
emphasise that it will not be 
the sequence of accession to 
Nato that will determine the 
security of Europe, but the 
total Goal concept of Euro- 
pean security that emerges 


from the enlargement of 
Nato and the European 
Union. 

The Nato Madrid declara- 
tion clearly stressed that the 
process of enlargement will 
continue without excluding 
from consideration any 
European democracy regard- 
less of its geographical loca- 
tion. The “open doors" pol- 
icy’ not only reassured 
aspiring members of future 
membership but, above all. 
stressed that farther invita- 
tions would enhance overall 
European security and sta- 
bility. This Is the corner- 
stone of why the enlarge- 
ment of Nato should 
continue after the first three 


states are accepted. On these 
grounds 1 cannot agree with 
your cautious attitude vis-a- 
vis further enlargement. 

This is an historical 
moment offering yet another 
possibility to create an undi- 
vided, peaceful and demo- 
cratic Europe. The new 
members of Nato will not 
just be security importers 
but producers and exporters. 
This will enhance and not 
diminish the security and 
stability throughout Europe. 

Normans Penke, 
ambassador. 

Embassy of Latvia, 

45 Nottingham Place, 
London WlM 3FE, UK 


How will your software 



he century? 


Many -tinware program, will have problems coping with the year 2fli)0. And so will 
you when ihf two-digit ywr cranes take you hack, to POD instead ot' mro the next millennium. 
This problem is jlru.idv mipoiUng long-term planning and contracts - and lime is running out. 

The SAP* R. J* software can help your company meet this and many other 
challenges. Currency conversion support, multicurrency capabilities and Internet 
applications mean you «int get caught out by the Euto or m»s new business trends. 
NAP b ready lor the future. But that's nor all. 

Alter a brief implementation phase. SAP's R. J standard enterprise software 
automates essential workflows throughout your organisation. And with networked 
fi nance, manufacturing, sales, personnel and other departments, you're guaranteed 
better information and faster decisions. In short: your business win run the way you’ve 
always wanted it to. 

R.r'3's modular design not only gives you an individual solution tailored to your 
needs, but oho functionality that t-*n be added os your requirements evolve. R.- .V is quite 
simply the perfect solution tor companies ot' aH sues and tram all won of industry. 

Competitive software solutions that accompany you far beyond the year 2000 

can be found on oar Web sfte at bttptf/wwiMapxiMi. 

Of call yaw tool S« office: Austria (1) 2 U 22 Mgtaa (02) 7 7BOS 11 Croatia <01) 8 U 14 40 
CiMh hpaMk (M)S5I670I Ohm* <«)M 3900 FWLmd (W) tl33 M 30 taste (1)S5 302000 
hnwiy (0180) S 3* 34 14 GiMC* (1) 9340242 Mngai y (1) 4 57 83 13 Italy (039)61791 
tMwdmdi (08 M) D 23 50 W Hannj (67)529400 Mnt (023) 606 0906 Roeaito (01)3125929 
■budVCXS. (095)755 9800 Spate * FMupl f 01 ) 456 7200 Saadaa (08)809660 
SwtatdaBd (032)14471 U Today (0216) 3918462 UK (0181)8182940 
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From virtuous to vicious 

US economic growth has been ftielled by the relentless rise of the stock market. 
But If interest rates rise sharply, the model may prove brittle 


T he US economy 
shows persistent 
strength. High real 
interest rates, trade 
drag from Asia, a stronger 
dollar, fiscal restraint - none 
of these has been sufficient 
to sap the economy's 
momentum. 

Why has the US economy 
performed so well in spite of 
so many restraints? One 
needs look no further than 
the booming US equity mar- 
ket By boosting household 
net worth - adding about 
SLOOObn (£600bn) in the first 
quarter and more than 
$6 .000 bn since 1990 - it has 
encouraged households to 
keep spending. The strength 
of the stock market is the 
main reason why the per- 
sonal saving rate fell to a 
57-year low last year why 
save out of Income when the 
stock market boosted house- 
hold net worth by 13 per 
cent in 1997? 

The robust stock market 
has been a significant part of 
the virtuous circle farming 
talk that the economy has 
entered a "new era”. Strong 
growth has generated rising 
earnings, pushing up share 
prices, fostering greater 
investment, increasing 
capacity and restraining 
inflation. Low inflation has 
helped to extend the life of 
the business expansion. Hie 
longer business expansion 
has boosted the equity mar- 
ket further by shrinking the 
equity risk premium. If 
recessions are less frequent, 
equities are less risky. As a 
result, investors are willing 
to pay more for a dollar of 
equity earnings. 

As the equity market has 

continued to rise, the circle 
has become increasingly vir- 
tue os. For example, the 
stock market has helped 
hold down compensation 
expenses. Benefit costs have 
been restrained because 
many companies have not 
had to make contributions to 
defined benefit plans; they 
are fully funded as a result 
of the stock market's 
strength. Pressures for 
higher wages have also been 
restrained as share options 
have become a more impor- 
tant component of compen- 
sation.’ 

Stock market strength has 
even helped push the federal 
budget into surplus- The rise 
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in share prices (coupled with 
a change in capital gains tax 
rates) has led to a surge in 
capital gains realisations, 
boosting tax receipts. Capital 
gains tax receipts should 
climb to nearly JlOObn this 
year, up from S44bn in 1995. 

The importance of the 
stock market in keeping this 
virtuous chide intact cannot 
be overstated. To illustrate 
this, Gol dman . Sachs con- 
structed a “financial condi- 
tions index" (see chart) by 
adding a stock market vari- 
able - the Standard & Poor's 
500 index - to the monetary 
conditions index, which 
includes short- and long- 
term interest rates and the 
trade-weighted dollar. 

The chart shows that the 
addition of the stock market 
has caused the financial con- 
ditions Index to diverge 
sharply from the monetary 
conditions index in recent 
years. While the dollar’s 

strength has caused the 
monetary index to move to 
its tightest setting during 
this business cycle, the 
financial conditions Index 
shows, a substantial easing. 
The stock market rise has 
overwhelmed the restraint 
exerted by a stronger dollar, 
making financial market 
conditions easier. 

Based on monetary condi- 
tions. one would conclude 
that federal Reserve offi- 
cials would soon need to 
ease monetary policy. But 
looking at financial condi- 
tions, one readies the oppo- 


site conclusion. The finan- 
cial conditions index has 
done a much better job of 
anticipating the economy’s 
strength in recent years. 

So what does this imply 
for the economy and interest 
rates7 

First, ft suggests the econ- 
omy will continue to be 
more robust than expected. 
Certainly, the pace of growth 
will start to slow to the sec- 
ond quarter, but this is 
largely for one-off reasons 
and is likely to prove tempo- 
rary. Second, it implies that 
financial market conditions 
will need to be tightened. 
Excluding a collapse in 
equity prices or a dramatic 
strengthening of the do llar . 
Fed officials will need to 
push up interest rates in 
order to tighten financial 
conditions and restrain the 
pace of economic growth. 

How much tightening 
might be required? While the 
answer depends on the reac- 
tion of the stock market and 
the dollar to such tightening 
the financial conditions 
index suggests that a signifi- 
cant rise in rates could be 
needed. 

One point on the index is 
equivalent to a one percent- 
age point change in all the 
index’s components. This 
means that, if share prices 
and the dollar were 
unchanged, it would take a 
rise of more than 300 basis 
points in both short- and 
long-term interest rates to 
posh the financial index 


back to the level reached at 
the end of 1994. In practice, 
the dollar and share prices 
would be affected by a rate 
move of such magnitude, 
which would limit the extent 
of the rise needed. 

But the point remains 
valid. If the equity market 
and the dollar are not 
unusually sensitive to 
changes in interest rates, it 
will take much more than 
the 25 to 50 basis paints of 
tightening that some people 
are arguing wiU be needed to 
restrain the economy. 

Just as serious an issue is 
whether Fed officials would 
be able to engineer a soft 
landing. The problem is that 
an economy that depends for 
support on a healthy stock 
market and a virtuous circle 
may be strong, but it is also 
quite brittle. It could become 
sick quite quickly should the 
stock market sink and the 
virtoous circle end. The 
boom and bust in Japan is a 
good example of this. 

If share prices were to 
decline sharply, consumer 
spending would sink as 
households responded by 
raising their saving rates. 
Investment spending would 
also falter. Not only would 
the cost of capital rise as 
equity prices fell, but busi- 
nesses would question the 
need to expand capacity 
when consumer spending 
was faltering. 

The benefits of a strong 
stock market - lower benefit 
costs, more tax receipts - 
would also evaporate, rais- 
ing questions about the new 
economic era. It might be 
difficult for Fed officials to 
modulate monetary policy 
precisely enough to slow the 
economy, but avoid an eco- 
nomic downturn. 

This underscores the big- 
gest error of monetary policy 
m recent years. If Fed offi- 
oals had tightened rates in 

1997 by more than 

o®sts points, the stock 

would not be so 
tegfr- the labour markets not 
so tight, nor the circle so vir- 
tuous. The economy would 
pe less vulnerable to a mone- 
«ry tightening that could 
turn a virtuous circle into 
something vicious. 

Tte author is director of US 
economics research at Gold- 
man Sachs 







» 




... T--' - *' 


FINANCIAL TIMES 


WEDNESDAY MAY 6 1998 


13 


COMMENT & ANALYSIS 


FINANCIAL times 

Number One Southwark Bridge. London SE1 9HL 
Tel: +44 1 71 -873 3000 Telex: 922186 Fasc + 44 171-407 5700 

Wednesday May 6 1998 

Franco-German 

fractures 


T 


As Jacques Chirac and Helmut 
Kohl begin their bi-annual 
Franco-German summit tonight 
in Avignon - a city that has 
known schisms of the past - the 
memory of their confrontation 
over the presidency of the Euro- 
pean Central Bank will be pain- 
fully fresh in their mlwifa 

In blocking a fhll term for the 
Dutch candidate Wlm Duisen- 
berg. Mr Chirac claimed his dis- 
pute was only with the Nether- 
lands, not with Germany. But the 
untruth of this statement was 
evident in the German chancel- 
lor’s admission that last weekend 
in Brussels was his “most diffi- 
cult" European summit And in 
his 16 years in office he has 
known some. 

In the long sweep of the 
Franco-German relationship, 
enshrined by Adenauer and de 
Gaulle in the Elysfe treaty of 
1963, the central hank row could 
be recorded as just a blip were it 
not for an accumulation of irri- 
tants and strains in many other 
areas. On reform of EU institu- 
tions, France has taken a stand 
not with Germany but with Italy 
and Belgium in favour of more 
decision-making by majority 
vote. In armaments cooperation, 
the French state's dithering 
about privatising its defence 
holdings is causing a break-up erf 
joint ventures with German com- 
panies. In foreign policy, Bonn 
and Paris have recently found 
themselves somewhat at odds 
over how the EU should treat 
Turkey. On top of all this. Mr 
Kohl just does not get on with. Mr 
Chirac as well as he did with the 
late Francois Mitterrand. More- 
over there is the prospect that 
this September’s German elec- 
tions will see the political demise 
of Mr Kohl, one of the best Ger- 
man chancellors the French have 
ever had. 


Reciprocal bargain 
At the same time, one should not 
idealise the Franco-German rela- 
tionship of yesteryear. The two 
countries have indeed acted as 
the motor of European integra- 
tion. They did so at the outset, 
with their reciprocal bargain of a 
common market for French' food 
and German industrial goods. 
They went on to inspire the cre- 


ation. of the European Monetary 
System and now the euro. And in 
a way that once highly 

improbable, Paris come 
around to Accepting, even 
embracing, new members from 
eas t e rn Europe partly to return 
for Bonn’s support for a mare 
active Medttaranean policy. 

At odds 

But the two countries have fre- 
quently been at odds ova: tax. 
free trade and defence policy. The 
Chtrac-Kohl spats are not the 
first between their leaders. Rela- 
tions between Willy Brandt and 
Georges Pompidou in the late 
1960s and early 1970s were consis- 
tently cool, hi fact, the utility of 
the Paris-Bann special relation- 
ship not only to themselves but 
to other EU members lies pre- 
cisely in the fact that France and 
Germany remain such ij ifflurm* 
countries and societies. EU 
debates on multilateral trade, 
European defence or even dec- 
tricity liberalisation, tend to 
polarise around German and 
French positions. .Bringing these 
two positions together is often 
the secret of getting wider EU 
agreement. 

Bat such agreements cannot be 
at the expense of either EU mem- 
bers. The Netherlands must be 
feeling this week that in the end, 
Germany sacrificed Mr Duisen- 
berg for France. Other EU states’ 
traditional fear of a Franco-Ger- 
man directoire has receded as 
Paris and Bonn have found it 
harder to get their act together. 
Equally, there is even less excuse 
for such a di recto i re, now that 
Tony Blair's Britain looks set to 
play a foil EU role by edging 
closer to the euro. 

In the next couple of years, the 
EU will have to reform its 
finances and policies in advance 
of enlargement. These reforms 
cannot and should not be settled 
by Franco-German fixes, but 
could be complicated by Franco- 
German rows. French and Ger- 
man leaders should therefore 
start, at Avignon, to try to put 
their b ilater al relationship an a 
sounder footing, starting with an 
acknowledgement of recent prob- 
lems. But in doing so they must 
pay more heed to other Euro- 
peans than in the past • 


Last chance 
on Middle East 


- frlP 


In two years as Israeli prime 
minister. Benjamin Netanyahu 
has managed to reach one, par- 
tial peace agreement with the 
Palestinians, and that was 16 
months ago. This involved a pro- 
longed renegotiation of an over- 
due Israeli commitment to hand 
back most of the West Bank town 
of Hebron. One might, with char- 
ity, have interpreted this as an 
attempt to tighten up security 
provisions in the Oslo accords 
agreed by the late Yitzhak Rabin 
- which Mr Netanyahu regards 
as a threat to Israel’s survival 
rather than a compromise under- 
writing the -Jewish state's future 
in the Middle East 

In this week’s US-led negotia- 
tions in London, Mr Netanyahu 
has tried to repeat the operation, 
only this time he wants to raw- 
gotiate the Hebron deal which he 
signed. And this after the US had 
persuaded the Palestinians to 
accept about a third of what they 
had expected at this stage in 
returned West Bank land. 

Like all agreements reached 
under Oslo, Hebron sought to 
build a bridge to the next stage 
in the process. Thus, Mr Netan- 
yahu committed Israel to “rede- 
ploy'’ troops from the West Bazik 
and hand over significant chunks 
of it to the Palestinians, in three 
stages culminating at the end of 
next month. But there have been 
oo withdrawals, because Israel 
first offered a derisory amount of 
territory, and then threw the 
whole process into crisis by 
expanding Jewish settlement or 
occupied Arab east Jerusalem 

and the West Bank. 

Dangerous spiral 

The US convened the London, 
talks to try to break this dan^r 
ous spiral. Madeleine Albright. 
US secretary of state, proposed * 
phased Israeli withdrawal from 
Uper cent of the West Bank m 
return for greater 
efforts to shut down Islamist ter- 
ror networks, a further redeploy- 
nwmt by the cnd-of-June Hebron 
deadline, and a "tlme*out on 
Israeli settlement twMJ*. 

Yassir Arafat, the Palestinian 
leader, said in February hewwild 

down farther. But alter two days 


of intensive talks in London, Mr 
Netanyahu has still not accepted. 

The right-wing nationalist 
Israeli leader wants to retain aD 
the cards before negotiations on 
a final settlement - which under 
Oslo should be concluded on May 
4 1999. But be clearly envisages 
no more than administrative 
self-government for the Palestin- 
ians, on at most half the West 
Bank or roughly a tenth of his- 
toric Palestine. 


Reflect and consult 

president B31 Clinton has now 
invited the two leaders to Wash- 
ington next week, to give Mr 
Netanyahu same days to reflect 
and to consult with Ids right wing 
cabinet aiHaa. It is already clear 
that while he may swallow the IS 
per cent withdrawal he wants 
either to fridge the rest of the US 
package or so dilate it with con- 
ditions as to place its worth to 
the Palestinians in doubt 

Israeli pressure through Mr 
Netanyahu's allies in the US Con- 
gress has prevented the adminis- 
tration from even making public 
its modest proposal. It should 
now do so. Fur this is surely the 
last chance for Oslo, which is the 
key to a comprehensive Middle 
Kjxtt peace. If Israel will not meet 
such modest demands, it will be 
impossible to believe its current 
government wants such a peace. 

If there is no real movement by 
the Hebron deadline moreover, 
the loading Arab states have said 
they will consider the peace pro- 
cess dead and re- examine from 
scratch their relationship with 
Israel. European Union countries 
are coming to similar conclu- 
sions. But what of the US? 

Washington cannot enforce a 
solution. But both as regional 
polic e man and as Israel's friend, 
it has the responsibility to set out 
what it believes the solution 
should be- The equation is sim- 
ple, if not simply arrived at; The 
Palestinians most eventually 
hove a state as file logical condu- 
sios to the Oslo process. This is 
the only way for their rights to 
be met and for . the 'Janetta to 

achieve the Secure future which 
is their right It is high time the - ] 
international community .with 
file US at Its head, spelt -this out ■ 


hese are desperate days 
in Japan. The world’s 
second-largest economy 
is mired in recession. 
Ryutaro Hashimoto. the prime 
minister, has performed a policy 
U-tum of prodigious proportions, 
a YBrodnrvmg his commitment to 
fiscal prudence and pumping 
Yi6,600ba (£75bn) Into the econ- 
omy. It all seems for naught. 
Many commentators believe 
growth this year may well he 
zero. Japan seems condemned to 
persistent stagnation. 

The corporate sector is in just 
as dire straits. Three of the coun- 
try's Wg five carmakers - Mazda, 
Motors and Nissan — 
are hardly making a return above 
their cost of capital, if at all. 
Japan Airlines announced last 
month it expected to make group 
net losses of YTObn for the past 
fiscal year. The airlines, along 
with ofl flt nd steel w u npanwn, are 
all severely underperforming. 
And about half of second-tier 
companies are trading near or 
below their break-up value. 

But help may be at band. A few 
Japanese companies are adopting 
Anglo-Saxon methods to boost 
profitability, cash flow and share 
prices. If such techniques were 
widely adopted, the str u ct ur e and 
profitability of Japan's corporate 
sector could be transformed, 
restoring the country’s economic 
fortunes in the process. 

“Many western critics of the 
Japanese system have long 
argued that the country only 
needed to become more 
Anglo-Saxon to escape the mal- 
aise,” argues Ken Okamura, 
strategist at Dresdner Klein wort 
Benson in Tokyo. “It may sound 
arrogant, but that doesn’t make 
it any less true.” 

The idea that Japanese compa- 
nies need to sharpen up comes as 
a surprise to many. After all, this 
was the nation that perfected 
just-in-time management and 
introduced the world to the con- 
cept of continuous improvement. 
And several of Japan’s compa- 
nies, such as Toyota, Honda and 
Sony, are truly world class. 

But many others are woefully 
inefficient Often protected from 
outside competition by nan-tariff 
barriers, most have been 
obsessed by capacity increases, 
market share and sales growth. 
Some invest oblivious to the need 
Of mnlrlng a return on capital, 
spending on projects that can 
never recoup the cost of invest- 
ment In other words, they have 
been destroying value. 

The result is that the average 
return on equity for Japanese 
companies last year was just 4 
per cent against 20 per cast in 
the US. This is not just the result 
of the recession: a particularly 
damning statistic is that the 
return on equity of the biggest 
companies on the Tokyo stock 
exchange peaked as long ago as 
1978, according to SBC Warburg. 

The scale of the mismanage- 
ment is astonishing, says Step- 
hen Hay, head of research at 
Goldman Sadis in Tokyo. He esti- 
mates that, on average. US com- 
panies in the S&P Industrial 
index generate a return above 
their cost of capital of 45 per 
cent In contrast Japanese non- 
fmanrial groups in the Nikke i 300 
have collectively failed to achieve 
a return above their cost of capi- 
tal since 1990. Goldman Sachs 
calculates that since then they 
have destroyed value to the tune 
of Y3JXXJbn a year - a cumulative 
YZl.OOObn through investing in 
projects and plant that generated 
negative returns. 

This maSSjve »rri«»TtncMtinn of 
capital was just about sustain- 
able during the 1960s. Then, the 
economy was growing fast, inves- 
tors were content with capital 
gains on their appreciating 


Japan’s ray of hope 


Desperately poor returns are forcing the corporate sector 
to look at Anglo-Saxon solutions, finds Paul Abrahams 
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shares rather than dividend 
income, and banks lent with little 
concern for w hat companies were 
doing with their money. 

Everything hag changed. Now 
the economy is in recession. 
Many pension funds, burdened 
by poor returns from their invest- 
ments. are effectively bankrupt 
Banks, faced with huge bad 
loans, are busy cutting credit 
lines. 

There are signs that this bleak 


enthusiasm. Shares in Sumitomo 
Metal Mining jumped 18 per cent 
on its announcement of a buy- 
back last month, while Nippon 
Steel's shares rose 15 per cent 
Shareholders like buy-backs 
because of their potential effect 
on poorly structured balance 
sheets. A third of bluechip com- 
panies have net cash on their 
books. Since debt is cheaper than 
equity, it often makes sense to 
borrow money to reduce the 


are beginning to be threatened by 
the loss of their jobs through 
mergers and acquisitions. West- 
ern investment bankers have 
long complained about the low 
level of M&A activity in Japan, 
restricted by the complex system 
of cross-shareholdings through 
which up to 60 per cent of shares 
is held by friendly companies. 

But as in some continental 
European countries, such as 
France and Italy, these cross- 


situation is prodding Japan's shareholdings are gradually 


more imaginative companies into 
making structural changes. 
Unable to obtain financing from 
banks, they are being forced to 
turn to new sources of cash - 
either from the bond market or 
from shareholders. For the first 
time, Japanese companies are 
having to consider the interests 
of investors. There are several 
signs of such change: 

• Over the past two years, about 
70 quoted companies have 
announced share option schemes 
for senior employees. The fact 
that executives can make money 
if their group’s shares rise Is one 
of the most powerful tools in the 
Anglo-Saxon armoury for ensur- 
ing they pursue shareholders’ 
interests with vigour. 

• By the end of March, more 
than 270 quoted companies bad 
announced plans to buy back 
their own shares. More compa- 
nies are following suit, almost 
without exception to shareholder 


‘A few Japanese 
companies have 
suddenly realised 
that investors 
matter* 


number of shares in issue, lower- 
ing the cost a f capital and scotch- 
ing the temptation to waste spare 
cash on bad investments. 

The scale of such buy-backs 
could be huge, believes Kevin 
Hebner, strategist at SBC War- 
burg in Tokyo. “There are few 
barriers to restructuring the bal- 
ance sheet . . . Shareholders are 
pleased because return on equity 
goes up, while employees - the 
traditional stakeholders - keep 
their jobs." 

• Managers who underperform 


unwinding. “Long-suffering 
shareholders have typically 
waited for years for things to get 
better," says Hugh Trenchard, 
director in charge of investment 
banking at Robert Fleming in 
Tokyo. “Now they are beginning 
to lose patience." 

TI Group, the UK engineering 
company, and NCR. the US data 
warehousing and computer 
group, have launched tender 
offers for their quoted Japanese 
subsidiaries, taking advantage of 
low share prices. Privately, west- 
ern companies say such deals are 
partly motivated by the need to 
gain control, ousting poorly per- 
forming m a nag ement 

“There are more deals in the 
pipeline. Japanese financial insti- 
tutions are under pressure and 
talking about thing s that even 
months ago they were reluctant 
to consider.” says Mr Trenchard. 

Such shifts in corporate prac- 
tice notwithstanding, the speed 


OBSERVER 


Where there’s a 
Wim there’s a way 

The French might think they came 
out rwaway winners in the 
weekend game of hardbaH over the 
presidency of the Ewopean Central 
Bank, but the Dutch pofitical efite . 
haven’t hung up their padded 
gloves just yet 

Finance minister Gerrit Zaim lost 
no time in making dear that the 
French <fldn*t have It aD their own 
way during that 11 -hour Brussels 
lunch. He's been pointing out to 
the Dutch press that Wim 
Dubenberg Is to stay as Europe’s 
monetary main men for a minimum 
of four years - End could hang on 
virtually as long as he chose, 
maybe even into 2003. 

Also unearthed by The Hague’s 
spin-doctors to documentary 
evidence intended to show that 
there was no retreat, no 
comprondsa In a November 1996 
interview, when Dusenberg 
seemed Italy to waltz into the 
European Central Bank 
unopposed, the saver-haired 
central banker confided that he 
was not conuidttktg hkitsetf to a 
full eight-year term In Frankfurt. So 
what tf these crucial comm ents 
appeared in the less than 
agenda-setting pages of feminist 
magazine Optij? 

But Paris won't be too 
concerned about the fighting taBc 
emanating from frte north-east The 
reaHsts in the Bysee wffl know as 
wefl as anyone that the tough 
message is primarily for domestic 


consumption: the Dutch 
government after aD, faces a 
general election today. 

What a turn-off 

Hard to beDeve. but not everyone 
In France is looking forward to this 
sunvner’s World Cup football 
tournament with equal gusto. An 
organisation catted La Coupe est 
Plekie (The Cup is FuH) plans early 
next month to send Its growing list 
of members a newsletter giving 
details of non-footbat-ralated 
events throughout Franca during 
the tournament. R also intends to 
opal an internet site. 

It's good news far the 70 per 
rant of French women who told a 
recent opinion poll that they’re 
’’indiffefenf’ to the World Cup. La 
Coupe est Plains already boasts 
500 members and Christine Lam. 
one of the founders, says there are 
“nearly as many men as women". 

Bearded wonder 

There’s more to Archbishop 
Christodoulos, newly elected head 
of fed Orthodox Church of Greece, 
than a long cassock and a bushy 
beard. A lawyer by training who 
later switched to theology - he has 
a PhD ki canonical law - 
Christodoulos speaks five 
languages and has promised to 
spruce up church policy. 

Improving relations with relations 
with other churches is ora priority. 
Grade Orthodox bishops have 
been bickering with Istanbul-based 
Patriarch Bartholomew, spiritual 


leader of Orthodox Christians 
worldwide, over ownership of 
church e s tates in northern Greeca 
Relations with the Vatican are cool. 

Close to home, Christodoulos 
also says the church needs to get 
closer to orcfriary people; to prove 
the point he’ll be popping along to 
a Rolling Stones gig in Athens this 
summer. 

But being modem has Its limits. 
The Archbishop reckons Greece’s 
Orthodox priests should go on 
wearing their distinctive stovepipe 
hats and ankle- length black 
cassocks. Younger clerics planning 
to take trim their bushy beards 
should think again. 

Premier points 

Secret documents of dubious 
origin have been flying round 
Prague like irate pigeons in the 
run-up to next month’s elections in 
the Czech Republic. Opposition 
leader MHos Zeman Is doing most 
of the cooing. 

The would-be premier has 
produced what purports to be 
evidence that the resignation last 
November of prime minister Vaclav 
Klaus was a conspiracy hatched 
between rebellious cabinet 
members and President Vaclav 
Havel His documents also 
allegedly showed that Jan Rum!, 
one of the ministers who helped 
topple Klaus, met the secret 
service chief to discuss mounting a 
campaign of dirty tricks against the 
Social Democrats. 

Ruml denies the allegations and 
says Zeman is paranoid. It’s not 


the first time Zeman has engaged 
in cloak and dagger intrigue. Last 
year, he took a briefcase of 
documents on government 
corruption to Havel - but was sent 
packing when they were shown to 
be forgeries. 

Six weeks to go before polling 
day and who knows what’s going 
to turn up next? 

Double trouble 

Former top CIA agent Ryszard 
KukBnsid returned to his native 
Poland last week as a hero, at 
least to anti-Communist Poles. But 
not every former Warsaw pact 
country has welcomed one-time 
double agents back into the fold. 

Take Istvan Belova, once of 
Hungarian military intelligence, who 
in 1984 had a change of heart and 
blew the whistle on what became 
known as the Conrad spy ring. A 
y ear later Belovai received a life 
sentence from Hungary’s supreme 
court and, while he was released 
following toe collapse of 
communism, to this day lives with 
a record as a traitor. This rankles 
with a man who reckons he helped 
avert a third world war; Bel oval 
may be living safely in toe US but, 
like his Polish counterpart, he 
wants a full pardon. "Something’s 
wrong, when former Communists 
who worked for the Soviet Union 
are Isarfng Hungary’s march into 
NATO, while I am stilt a criminal," 
says the former double agent, who 
claims to be Hungary's first Nato 
sokfier. 


and extent of change should not 
be overstated. Some observers 
are cynical “You have to ques- 
tion the real commitment of Jap- 
anese managers to their compa- 
ny’s Investors,” warns Mr 
Okamura at Dresdner Klein wort 
Benson. . 

Many of the share boy-backs 
have been small and announced 
just before the financial year-end, 
apparently motivated by £n 
attempt to boost share prices in 
the short term, he argues. More- 
over, not all companies that 
announced buy-backs have actu- 
ally implemented them. And 
share option schemes still repre- 
sent only a tiny proportion of 
remuneration compared with the 
US. or even Europe. ,". 

As for mergers and acquisi- 
tions. high barriers re main. Dis- 
closure by Japanese companies, is 
below western standards, making 
it difficult to know exactly what 
is being bought. Management ^is 
seldom willing to cede control, 
and hostile bids are almost 
impossible. . " 

Nonetheless, share buy-backs 
are a potent agent for change, 
insists Shigeki MaMno. portfolio 
manager at Fidelity Investments, 
the fond managers, in Hong 
Kong: ”11115 is a step-change. 4 
few Japanese companies have 
suddenly realised that investors 
matter. Maybe only 10 per cent 
know why they are doing it, but 
the other 90 per cent will have-to 
learn." " 

Once the process begins it i^jll 
be hard to stop, argues Mr Heb- 
ner “Restructuring the balance 
sheet is the easy part. But once 
cash becomes a precious com- 
modity, it immediately leads on 
to the next stage - allocating 
capital efficiently.” 

That represents “a revolution 
in Japanese management tech- 
niques”, enthuses Noriyuki Uem- 
atsu. head of value-based man- 
agement at consultants Deloitte 
Tohmatsu in Tokyo. “Tradition- 
ally. Japanese companies did not 
care about allocation of capital, 
nor the return on that capital. 
They invested in all their busi- 
nesses and if they ran short qf 
cash they just borrowed from 
banks. Now a few companies in 
each sector are beginning to use 
cash-flow techniques to work out 
the return on each project." 1 
The main implication of this {s 
that c ompani es will increasingly 
shun investments in low-ration 
projects. “That means they have 
to choose between businesses, 
deciding which are core and wor- 
thy of investment," says Mr Uem~ 
atsu. 

The logical conclusion is that 
many non-core businesses will 
have to be sold, with the outsour- 
cing of, for example, information 
technology or distribution depart- 
ments. A few companies are 
already doing this. Cosmo Oil, for 
instance, has outsourced its com- 
puter operations to Intec, a 
Japanese computer services 
group. 

These changes are happening. 
But no one should expect &n 
overnight revolution. Few com- 
mentators, for example, are pre- 
dicting companies to annomfce 
mass redundancies in their non- 
core operations. Even the most 
radical are likely to place sqph 
businesses in subsidiaries, selling 
tl ym at a discount and thus per- 
mi ting the buyer to keep on fhe 
employees. “It’s still hard for Jap- 
anese companies to close down 
businesses," says Mr UematsiC 
The pace may be far frejn 
breathtaking, but change is inevi- 
table. “Those companies t£at 
don’t transform the way thqy 
allocate capital will be like frfigs 
in a pan of hot water,” says Mr 
Uematsu. “As it approaches boil- 
ing point, they don’t realise tlgey 
are about to die." 


100 years ago 

Millionaires At War 
One of the advantages of the 
present deplorable struggle 
between Spain and the States b 
that it affords employment for 
out-of-work millionaires. 
According to the New York 
correspondent of toe “Daily 
News" no less than nineteen 
sons of millionaires are serving 
as common sailors with the 
American fleet, while Mr. Sims 
of Providence, "a millionaire 
several times over, is now acting 
as chief engineer on board one 
of the United States cruisers. ’ If 
toe Spaniards would only 
succeed in capturing some of 
these wealthy sailors and 
engineers and hold them as 
hostages, they might obtain a 
substantial set-off against the 
indemnity they will probably 
have to pay when the war is 
over. 

50 years ago 

Betgnan Seeks New Govt 
Brussels, May 5. M. Paul Henri 
Spaak’s Coalition Government 
resigned to-night over the 
75-year-old question at State 
subsidies to Catholic schools. A 
Government compromise on tills 
issue, which the Prime Minister 
said he would make a question 
of confidence, was rejected by 
Socialists in the Chamber at 
Deputies this afternoon. 
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Living dangerously 


Were it not for mounting social unrest. 
In dones ia might be looking Uke a recov- 
ery story. Alter all, President Suharto 
seems finall y to be drinking the unpleas- 
ant medicine needed to stabilise the econ- 
omy. Unfortunately, it is precisely mea- 
sures like this week's 71 per cent rise in 
petrol prices that are stoking the student 
protests. 

This carries risks for investors. One is 
that Mr Suharto will go slow on economic 
reforms out of fear of antagonising his 
people. The other is that the protests will 
Sweep him from power. 

;At present, this does not look likely; the 
army is behind Mr Suharto is hacking 
the crackdown on dissent. Of course, 
many investors would be delighted if a 
credible new leader could be installed 
smoothly - such is Mr Suharto's reputa- 
tion for backsliding and cronyism. The 
snag is that unseating him could provoke 
a bloodbath. 

.Only the most hardened investors 
Should dream of entering this hornet’s 
nest With interest rates soaring and the 
economy shrinking, it is hard to see any 
point in investing in Indonesian equities. 
Fes 1 anybody determined to take a punt, 
short-term government paper is probably 
the best bet The tight monetary policy 
means this provides a good return in local 
currency terms. Meanwhile, the fact that 
the International Monetary Fund rescue 
package is seemingly back on track - 
with another $lbn in hard currency flow- 
ing in this week - should give same sup- 
port to the rupiah. 

Internet stocks 

-Plain old websites are getting baring. 
The latest internet trend is to build 
AiD-blown "portals” - point-of -entry sites 
to the net that are festooned with every- 
thing from browsers, directories and 
e-mail to games, online shopping and 
“chat” services. The logic is persuasive; 
tlje best portals will attract the most web 
traffic, allowing their owners to sell the 
most advertising. 

iThe scramble to assemble the broadest 
possible mix of products and services is 
leading to frenzied deal-making. Follow- 
ing a recent link between Yahoo!, the big- 
gest internet search engine, and telecom- 
munications group MCI, Us smaller rivals 
Excite and Lycos have teamed up with 


Indonesia 

Jatefia compose (retBsa? 



Netscape and AT&T respectively. The 
Excite/Netscape pact is the boldest. Excite 
is keen not on Netscape’s original browser 
software but on its brand and its papular 
Netcenter website, both of which it feels 
have been under-exploited. Excite is bet- 
ting the shop that it can do a better job by 
paying Netscape $70m cash up front - 
more than Excite' s entire 1997 revenues. 

Investors have greeted these deals 
enthusiastically, as a sign that the inter- 
net might, be on the verge of becoming a 
money spinner. But because it is far too 
early to pick the winners from this largely 
lass-making crowd, they have sent stocks 
soaring across the board. With Yahoo! 
now worth $5bn or 40 times this year’s 
turnover, valuations have completely lost 
touch with reality. 

Hoechst 

With a share price performance resem- 
bling the Matterhorn, Hoechst presents a 
wonderful example of two big pitfalls for 
investors. The first is of a management 
talking a good story, but failing to deliver. 
The second Is of the market underestimat- 
ing the difficulty of imposing radical 
change on ossified businesses. But expec- 
tation and reality now look to be in kilter 
at the drugs and chemicals group. The 
odds are shortening on pleasant surprises. 

At the heart of the group that Jflrgen 
Doxmann, chairman, is reinventing is 
Hoechst Marion Roussel, the drugs and 
agrochemicals b usine ss. In the past three 
years about DMl7bn ($9.55bn) has been 
spent on pharmaceuticals acquisitions 


CONTENTS 


and restructuring, but the return has 
been poor, last year’s operating profits 

from both new and old parts wise only 
DM1.65bn. But now that the overpay- 
ments are history, attention should turn 
to prospects. Hoechst has promised two 
drug launches a year from 1999, 8-10 per 
cent annnal sales growth and margin 
Improvement. That makes the group's 
market value of three times the drugs 
unit's sales - the global leaders are on 7-9 

Kmwi — look rmrfpraanrfing 

Such a view would be reinforced if the 
long-drawn out disposal of the industrial 
chemicals side, with DM22bn of sales, can 
recoup the group's near DMl7bn net debt 
This would leave agrochemicals and vari- 
ous other investments in the current valu- 
ation for free. 

North Sea oil tax 

Is the UK government earning sufficient 
rent from its hydrocarbon reserves? Gor- 
don Brown thinks not. With a consulta- 
tion document on a new offshore fiscal 
regime overdue, the oil industry is ner- 
vous. Plans to increase the North Sea tax 
take, some £3.6bn ($6bn) in 1996-97, by a 
mooted £500m-£lbn a year will squeeze 
the industry hard - all the more so with 
the oil price averaging $14 a barrel in the 
first quarto' of 1998, co m p ar ed with about 
$20 in 1996-97. The hardest hit proportion- 
ately will be independents, such as Hardy, 
Monument and Enterprise, but the majors 
will not escape unscathed. 

With marginal tax rates In the UK 
among the lowest in the world, the gov- 
ernment will have an easy enough case to 
sell to the public if it decides to re-impose 
a "super-profits tax” on previously exempt 
fields. Halving the oil allowances - cur- 
rently used to great effect to minimise tax 
liability - would be another way of milk- 
ing the cow. Alternatively, levying a sup- 
plementary corporation tax - against 
which. Interest costs would not be deduct- 
ible - would at least be straightforward. 

Clearly tile government will have to 
temper its enthusiasm for extracting a 
“fair” tax take with the need to wmintaiTi 
incentives for investment. Since develop- 
ment decisions for less robust pro- 
jects are on hold until clarity on the fiscal 
regime emer ges, drawing this consulta- 
tion process to a rapid close should be a 
priority. 
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FT WEATHER GUIDE 


Europe today • v : : 

Northern France, the Low i . -sV'' . - *; 

Countries and the tar north of ? ‘ 

Germany wifi be cloudy with spete 
of rain, but most ol the ran should r - 
be fairly light. With pressure low. '• ‘j-* .-. . • 

many parts of Scandinavia wHI also • ’ - ; 
have rain, turning wintry over the s . i 
mountains. The rah will extend Into '• . -^SO 
eastern Europe, but central parts ■ 'V' 

.wH be brighter with fltfii showers, 

The Iberian peninsula wU be dry '*L_ -v - 

with plenty of sunshine. The central 

Mediterranean will be showery, but i". ' sr- 

the east wBI be hot and mostly -v * Sa ms 

sunny- 

Five-day forecast 

The eastern Mediterranean wBI 

have spells of heavy and thundery } '] f *wS§f 

rain by the end of die week, but . - ^ 

the rest of the Mediterranean will 

be dry and warm. Scandinavia wilt -L . 

remain unsettled. Central and 

western Europe w0I become warm 

and mainly stemy. although there ~v 

Wifi be a risk of thunderstorms In 

the west by the weekend. Liajia5eS IlSr 1 ** ** 
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Stronger US growth is 
expected in second half 

Pace of price increases will continue to slow, say purchasing executives 

By Gerard Baker ta Washington The report will raise new question that prices declined on average 1 


US economic growth wQl accelerate 
in the second half of 1998, and the 
pace of price increases will slow far- 
ther, according to an infinnwrini sur- 
vey of manufacturing executives. 

The National Association of Pur- 
chasing Management said its mem- 
bers expected overall business condi- 
tions to continue to improve after a 
robust start to 1998, but the effect of 
the strong dollar and the Asian 
financial crisis would bite deeper 
into export prospects. 

In its half-yearly economic survey 
published yesterday, the association 
found that 52 per cent of respon- 
dents expected conditions to be bet- 
ter in the second half of the year 
than in the first 

Asked about the outlook for the 
next 12 months, 59 per cent said they 
were op timi stic, the same as 
reported last December. This Is the 
highest level since May 1988. 

“Purchasing executives report a 
s imilar level of optimism for the 
c omin g year as they did a year ago,” 
said Norbert Ore, chairman of the 
association’s survey committee. 


The report will raise new question 
marks over the direction of policy 
taken by the Federal Reserve. Fig- 
ures last week showed the economy 
grew at a rapid 4. 2 per cent ann u al 
rate in the first three months of the 
year, in line with the frenetic pace of 
the last 28 mouths. 

Sustained growth of that nature 
would normally prompt the central 
bank to raise interest rates to slow 
thing s down, but Fed officials have 
said they expect the economy to 
slow significantly ova* the rest of 
the year of its own accord. 

But if the economy does maintain 

Its pace of growth, as purchasing 
managers expect, some members of 
the Fed's policy-making open market 
committee will press for a rate rise 
sooner rather than later. 

The FOMC next meets on May 19, 
but few economists expect a rate 
increase at that time. Mare likely 
would be a move at the subsequent 
session an duly 1 - 2 , if the economy is 
still Fvpanding - rapidly. 

But complicating the Fed’s task is 
the gradual disappearance of infla- 
tion. fix the first four months of the 
year, purchasing managers reported 


that prices declined on average by 
0.7 per cent. More executives now 
expect prices to decline in 1998 than 
are forecasting a rise. 

However, manufacturers have 
become noticeably more pessimistic 
about export prospects. One-fifth of 
respondents expect either a substan- 
tial or a moderate decrease in export . 
business in the second half of the 
yean against the 6 per cent forecast- - 
ing a decline last December. 

For the first time, Asia appeared- 
on the list of executives’ 10 greatest 
economic concerns - in fourth place' 
behind labour costs, the overall 
economy and inflation. 

Separately, the Conference Board, 
a private sector research group, 
reported that the index of leading 
indicators, which predicts economic 
activity in six to nine months' time, 
rose by 02 per cent in March, led by 
strong money supply growth and a 
rise in stock prices. 

Alan Greenspan, the Fed chair- 
man, met President Bill Clinton yes- 
terday for talks about the state of 
the economy. White House officials 
emphasised that the meeting was a 
regular event 


China hits back at India after 
‘security threat’ accusations 


By James Kynge to Befltag 

China strongly denounced India’s 
defence minis ter yesterday after he 
accused the Chinese of befog India's 
greatest security threat, providing 
missiles to Pakistan and stockpiling 
nuclear weapons in Tibet. 

The heated exchange indicated a 
severe setback for years of bilateral 
“confidence-building" measures 
which culminated in a visit to India 
by Jiang 7-emin, the Chinese presi- 
dent, in late 1996. 

Diplomats said the sudden souring 
in relations between Asia's most 
populous powers was almost certain 
to become an issue for US diplomacy 
before planned visits by President 
Bill fflintnn to Beijing in June and 
New Delhi later this year. 

George Fernandes, the Indian 
defence minister, made his com- 
ments just days after a visit by Gen- 
eral Fu Quanyou, the chief of Chi- 
na's People's Liberation Army, to 
New DelhL Zhu Bangzao, China's 


foreign ministry spokesman, said: 
.“China cannot but express its 
utmost regret and resentment” The 
remarks by Mr Fernandes would 
“seriously sabotage the favourable 
atmosphere for developing friendly 
relations”. 

“His socalled view that China con- 
stitutes the principal tiirpa t to Tndiw 
is absolutely ridiculous and not wor- 
thy of refutation.” 

Some analysts believe a sense of 
frustration in New Delhi over rap- 
idly warming ties between the US 
and rihinn nhpari Qf the JUDS Summit 
may have prompted Mr Fernandes’ 
remarks. Such warmth irks New 
Delhi, particularly because China is 
one of the staunchest allins of its 
arch-rival. Pakistan. 

Sujit Dutta, a s enior fellow at the 
United States Institute of Peace in 
Washington, said there was a sense 
in New Delhi of an increasing US 
tendency to treat China as a protago- 
nist in most of Asia's security issues. 
This should be balanced by greater 


US dialogue with other countries fo 
the region, he said. 

Diplomats in Beijing said that by 
identifying China overtly as a secu- 
rity threat. New Delhi was availing 
itself of a stronger argument against 
any pre-s ummi t intensification of US 
pressure to sign the Comprehensive 
Test Ban Treaty or the nuclear Non- 
Protiferation Treaty, which seek to 
curb the spread of nuclear weapons. 

There was a sense in New DeB 
that, if Washington persuaded China 
at the June summit to sign the MI 
gftp Technology Control Regime, thfa 
might result in increased pressure 
on India to make re ci procal anas 
control concessions. 

By signing the accord, China 
would have to stop exporting missile 
technology. 

China, which shares a 3,840km 
border with India along the ffimaTfl. 
yan mountains, is an established 
nuclear power. India describes itself 
as having a “threshold” nuclear pro- 
gramme. 


^ f* The UN and the Private Sector: 

fzer rorum “Markets for a better world” 


Pfizer ph 


sr KDH A. AM4AN. SKREWO'-GEhBlAL Of THE UN 


In this excerpt fiom a speech to die 
World Economic Forum, the Secretary- 
General of the Unified Nations argues 
that the values set out m the UN 
Charter drfm the bmnan interest aid 
are a pillar cf the gtobal ec on o my. 

Pfcace and p ro s p erity cannot be ach- 
ieved without partnerships involving govern- 
ments. international organisations, the 
business community and dvil society, In 
today’s world, we depend on each other. 
The business of the United Nations Involves 
the busnesses of the world. 

Technical standard-setting in areas 
such as aviation, shipping aid telecom- 
munications provides the very foun- 
dation for international transactions. Our 
advocacy of human rights nurtures 
democracy and good governance, two 
essential weapons in the fight for human 
freedom and the battle against corrupt- 
ion. Our efforts to eradicate poverty 
create new markets and new opportun- 
ities for growth. Oar peacekeeping and 
emergency relief operations in war-torn 
nations bring the stability needed to 
regain the path to tong-term develop- 
ment Oar untiring efforts to build 
societies based on the rule of law pro- 
mote regulatory consfateocy and peace- 
ful change. We also help countries to join 
the international trading system and 
enact business-friendly legislation. 

Business has a compelling in te rest in 
the success of this work. Creating wealth, 
which is business's expertise, and pro- 
moting human security in the broadest 
sense, the UN's main concern, are mutually 
reinforcing goals. Thriving markets and 
human security gn hand in hand. A worid of 
hunger, poverty and injustices is one in 
which markets, peace and freedom will 
never take root 

GtobaSsarloo has knit as together 

and helped generate a sustained period of 
economic expansion. Bat h economic 
integration enough to narrow the widen- 
ing gap between rich and poor? How can 


we best integrate developing nations into 
the global economy? Can markets deal 
with the negative ride effects of global- 
isation? Can we find ways to cope with the 
kind of volatility we have seen in Asia and 
elsewhere, and minimise its Impact on 
ordinary people? 

Interdependence is a two-way pro- 
cess. What happens In developing coun- 
tries affects the developed nations, and 
vice versa- There are victims and bene- 
ficiaries. There are people who have 
lifted themselves out of poverty, and 

ft Thriving markets 
| and human 
e security go band 
in hand 

others who remain mired in deprivation. 
A global marketplace can only work 
effectively if it is able to address Its 
inherent shortcomings and contradict- 
ions. Market capitalism has no major 
ideological rival. Its biggest threat is 
from within itself. If it cannot promote 
both prosperity and justice, it wM not 
have succeeded. 

Global society, if ft Is to flourish, 
must also work from shared norms and 
objectives. Fortunately, the baas of that 
common understanding already exists; it 
is found In the United Nations Charter. 
Freedom, justice and the peaceful res- 
olution of disputes: soda! progress and 
better* standards of Ovine eqaafity. to for- 
race and dignity, these are the universal 
values set out In the Charter. They define 
the true human interest. They are abo a 
pillar of the global economy. 

Markets do not function in a vacuum, 
fafoec they arise from a framework of 
rules and laws, and they respond to 
signals set by Governments and other 
institutions. Without rules governing 
property rights and contracts; without 
confidence based on the rule of law; with- 


out an overall sense of direction and a fair 
degree of equity and transparency, there 
could be no weO-functioniag markets, 
domestic or global The UN system pro- 
rides such a global framework - an agreed 
set of standards and objectives that enjoy 
worldwide acceptance. A strong United 
Nations is good for business. 

The advent of a global economy may 
seem irresistible and inevitable. To many 
it has brought great riches. To others It 
seems exclusionary, exploitative. Intra- 
rive and even destructive. We must 
remember that globalisation has not just 
happened; it has been the result of 
deliberate poScy choices. 

Leaders of Government and business 
continue to have chokes. So let us choose 
to unite the power of markets with the 
authority of universal ideals, and to recon- 
cile the creat i ve forces of private entre- 
preneurship with the needs of die tfis- 
advanteged and the requirements of fotme 
generations. Let us ensure that prosperity 
readies the pooc let us choose an eo5gbF- 
ened way forward towards our n W «n i > 
shared goat a global marketplace that la 
open to aD and benefits afi. 
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Ajax to raise FI 124m in offering 

AFC Ajax, the Dutch football dub. Is set to raise 
FI 123.75m ($61. 85m) through a share Issue priced 
at R 25 apiece. The 4.95m units offered represent 
27 per cant of the dub's capita), with many pre- 
pleced among more than 15.000 tans. Page 24 

Nuveen investors demand sale 

The pressing issue - for the second year running 
- when the shareholders of John Nuveen. the 
quoted $50bn asset management group, meet in 
Chicago tomorrow, will be the group’s under- 
performance In the booming US mutual fund sec- 
tor. Some disgruntled shareholders are even ask- 
ing directors to find a buyer or merger partner for 
the 10Q-year-o\d company fmmetikaiety. Page 18 

Cotton growers call for review 

The Indian textile sector, the country's biggest 
employer, has again been hit by a ‘series of 
errors* in the season's cotton crop forecasts. The 
Industry Is calling for a review of the forecasting 
system after estimates of a bumper harvest led 
mate to reduce their cotton stocks - before a (ate 
monsoon oonfounded expectations. Page 26 

Fannie Mae set to price fifth Jumbo 

The Federal National Mortgage Association (Fannie 
Mae) wffi today price Its latest Jumbo Issue - the 
fifth since it launched Its ‘reference notes" pro- 
gramme earner this year. The 10-year $3bn offer- 
ing, to be priced at about 33 basis points over the 
10-year Treasury, takes the borrower's total jtxnbo 
issuance to Just under $20bn for the year. Page 24 

ICICI calls in McKinsey for synergy 

Expansion in Investment and retail banking has left 
Industrial Credit and Investment Corporation - 
India's second-biggest financial group - with an 
unwieldy assortment of subskUartes alongside its 
traditional business of term lending. ICfCi has thus 
caRed In McKinsey, the management consultants, 
to chart a business structure as it tries become 
the country's first universal bank. Page 17 

IPE reveals emission permits plans 

The International Petroleum Exchange In London 
revealed plana to develop trading in carbon diox- 
ide emission permits. Emissions trading would 
allow companies to emit as much poBution as they 
had permits for. Those that cut pollution could sell 
or lease their surplus permits to those who could 
not cover the value of their emissions. Page 26 


Liffe to launch 10-year euro contract 

Swap rate investment will compete with German government bond futures market led by rival Deutsche Terminborse 


Birth of the euro 
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mark ET STATISTIC? 


By Edward Uica bi Loadon 

The London International 
Financial Futures-and Options 
Exchange win today tcmcampo- 
plans to launch lota year 
the first 10-year interest rate 
fixtures contract to be denomi- 
nated In the euro, the fixture 
European single c u r ren cy. 

The contract is based on the 
so-called swap rate, which is 
linked to the gap between the 
rates on fixed and floating rate 
borrowing, and would compete 
directly with the 10-year Ger- 
man government bond future 


- a market in which Deutsche 
Terminborse, Liffe’s Frankfort- 
based rival, has a majority 
share. 

An official at Liffe, which 
will hold a board meeting 
today to discuss reforms 
designed to restore the 
exchange's tamiQ'hftri reputa- 
tion, said the new contract 
would almost certainly be 
traded electronically rather 
thaw on the trading Po or, 

RarUpr tiiig year I.Hfa mH It 

would develop Its own elec- 
tronic trading system, which it 
would launch in late 1999. 


Today's move indicates that it 
will probably buy an printing 
system, enabling it to trade 
electronically before the 
launch of European economic 
and monetary union next Jan- 
uary. 

Officials say it Is looking 
closely at the system used by 
Matif, France’s derivatives 
exchange. "It wi«* to 

launch fhia contract electroni- 
cally, " said a Liffe official. It 
is technically compatible with 
screen-based trading." 

Liffe hopes the new contract 
will become the benchmark 


reference rate in the the 10- 
year euro-denominated inter- 
est rate market, which would 
mark a radical departure in a 
market dominated by instru- 
ments based on government 
bonds. No other derivatives 
exchange has launched a 
swaps-based contract 
The DTB, which won major- 
ity market share from Liffe in 
the lb-year German govern- 
ment bond future in January, 
will continue to offer a con- 
tract based on the German 
government bond after mone- 
tary union. Liffe hopes that 


banks and brokers that use the 
exchange will trade in its new 
swaps contracts rather than 
existing government bond con- 
tracts. 

Investment bankers say pric- 
ing in the swaps market is 
more efficient than in the gov- 
ernment bond market. For 
example, the differential 
between 10-year Italian govern- 
ment bonds and German bonds 
remains at about 0.25 percent- 
age points but has fallen to 
just 0.05 percentage points in 
the 10-year swaps market. 
"The swaps market is tar more 


price-sensitive and liquid than 
the market for government 
bonds." said the Liffe official. 

The over the counter swaps 
market - where banks and 
brokers buy and sell contracts 
privately rather than by deal- 
ing through an exchange - has 
grown strongly in line with 
the general reduction in Inter- 
est rates and long-term infla- 
tion expectations over the last 
few years. At the same time, 
the volume of trading in lon- 
ger-term swaps agreements (up 
to 10 years or more) has grown 
markedly. 


French tycoon 
Pinault buys 29% 
stake in Christies 


By David Owbo in Paris and 
David BtadrareS in London 

Franpois Pinault, one of 
France’s mast colourful busi- 
nessmen, has become the big- 
gest shareholder in Christies 
International, buying 29 per 
cent of the international auc- 
tioneer’s ordinary shares from 
Joseph Lewis, the Bahamas- 
based billionaire. 

No price was disclosed for 
yesterday’s deal, conducted 
through Artemis, Ur Pinault’s 
holding company. 

Mr Pinault will meet the 
Christies board in the next few 
days. 

Shares in the auctioneer 
closed up 13%p at 296p, valu- 
ing the group at £5Q3m. The 
shares are still below the level 
of just over a year ago but well 
above the 255p cm February 19 
after news of the collapse of an 
attempt by SBC Warburg Dil- 
lon Read to take the group pri- 
vate on behalf of a consortium 
that included Mr Lewis. 

Guy Bell, an analyst with 
Beeson Gregory, said the sale 
would rekindle bid speculation 
that died down after the fail- 
ure of the talks with SBC War- 
burg Dillon Read. 

Mr Pinault. the son of a 
Breton forester and a noted art 
lover, is adding the Christies 
stake to a list of international 
trophy assets that Includes 
Ch&teau-Latour, the celebrated 
Bordeaux wine label, and Vail, 
the ski resort of the rich and 
famous in Colorado. 

Artemis said the purchase 
was part of its long-term 
investment strategy. Mr Pin- 
ault is understood to have 


been attracted both by Chris- 
ties' international reputation 
and the apnitmnnt that mar- 
kets it serves wiH continue to 
develop. 

His move comes when the 
closed world of the French 
auction business is poised to 
be opened up to the big inter- 
national hflnaas such as Chris- 
ties and Sotheby’s in compli- 
ance with EU competition 

le gislation . 

The transaction is to be 
financed through a mixture of 
cash and debt It is not yet 
clear whether Mr Pinault - 
whose favourite artists include 
Rothko and Pollock - or 
another Artemis representa- 
tive is to sit on the Christies 
board. 

Companies linked to Mr Pin- 
ault have recently embarked 
an a spending spree, following 
his xhandonTnent last October 
of a FFr30bn ($5bn) hostile bid 
far Warms A Cie, the French 
financial and industrial con- 
glomerate. Artemis owns 
nearly 43 par cent of 
Plnault-Printexaps-Redoute, 
the French retail group, and a 
controlling stake in Seflmag, 
the French property company. 

Two years ago Christies 
overtook arch-rival Sotheby's 
for the first time in 43 years. In 
February it consolidated its 
lead with a 20 per cent rise in 
profits before exceptional 
Items to £40.6m. Sales pat 
under the hummer were 8lS0 
20 per cent higher at £122bn. 
including £180m from the New 
York sale of the Gam collec- 
tion of twentieth century art 
and the Loeb impressionist col- 
lection. 



CVRD set to sell 
stakes in Brazil 
steel holdings 


Christies chairman Lord Mndflp, toft and finance director Pater Blythe 


By Geoff Dyer in San Paulo 

The world’s biggest Iron ore 
producer, Companhia Vale do 
Rio Doce (CVRD), is close to 
announcing the sale of its 
gh arpVmid l ng s in the Brazilian 
steel industry, in a move that 
could hasten the sector’s con- 
solidation. 

CVRD, which became Latin 
America’s biggest ever privati- 
sation exactly one year ago, 
may also merge its large paper 
and pulp business with a rival 
company, said Benjamin Stein- 
bruch, CVRD’s chairman. It 
would be the first stage in the 
widely expected restructuring 
of the Brazilian group. 

Hie decisions Mr Steinbruch 
makes about the future shape 
of the group will have a signifi- 
cant Impact on the develop- 
ment of several of Brazil's 
most important industries. He 
said his ambition was to turn 
CVRD into “the first Brazilian 
multinational". 

A controlling stake in 
CVRD. Brazil’s biggest 
exporter, was bought for 
R$336bn ($3.83 bn) by a consor- 
tium led by CSN, Brazil's larg- 
est steel group. It also included 
NationsBank of the US. a num- 
ber of Brazilian pension funds 
and Opportunity, a Brazilian 
investment manager. 

Mr Stelnbruch said it did not 
make sense for CVRD to have 
large amounts of capital 
invested in steel companies. 
“As long as we can be sure of 
good long-term supply con- 
tracts [of Iron ore] with steel 
companies, we should invest 
this capital in other parts of 
the group.” he said. 


Although this was a per- 
sonal opinion, he said he 
thought the board was likely 
to support his view. CVRD 
owns 22.7 per cent of CST, 9.6 
per cent of CSN and 7.7 per 
cent of Usiminas, giving it an 
Important role In the Brazilian 
steel industry's complex share- 
holding structure. 

Mr Steinbruch said Brazil 
had the opportunity to nearly 
double its $3bn annual exports 
of steel because of its low 
costs, plentiful raw materials 
and the international demand 
for steel plates. 

However, to meet this target 
the industry would have to 
consolidate into two or three 
large groups with greater econ- 
omies of scale and financial 
muscle. "This has to happen 
rapidly. The market will not be 
there if we wait for two years," 
said Mr Steinbruch, who is 
also chairman of CSN. 

The first step In the consoli- 
dation process is likely to 
involve CST, a small Brazilian 
steel m aker with large growth 
potential 

However, the Brazilian com- 
panies face competition from 
Usinor of France, which Is con- 
sidering buying a 30 per cent 
stake in CST. 

Mr Steinbruch said Brazil's 
paper and pulp sector also had 
the potential to become a lead- 
ing force in the industry, but 
only if it achieved greater 
economies of scale. 

He said his preferred course 
of action was to merge CVRD's 
paper business with another 
company and that the group 
was currently "courting" a 
rival. 



BARRY RILEY 


Trusted stats . . . one day 






9tand ttWO «* 
ewetwarit Gflrt Wtit 
§ Send Tu&rM «f«S 

fend prat mdjW* 

CoramxttM pricra 

OMenm •momert « 
as ewerey 

Eure pile . 
BnMuprieea 
RMdUantMGM 
FT/SSM WHW WW* 
Ft» Cold MM* 


30 J 1 6n«clnc Metal bereft 24 

ji FTSE ttrtlfe* lnas “ ® 

W 2 

2 tfrtWttera ranto 

™ Money marMa 2 

* Itt# Ml wnd te* “ 

2® taeaMMua>.lik “ 

24 shari-wnn tat tttfi 
4* gtods mama* «t * ok*® * 

S 3 usmwwmiK • » 

32 vttorifi 8fix* mark** 


If there are lies, damned lies 
and international investment 
performance statistics, an 
impressive effort is under way 
to change that An Im port a nt 
collaboration between 
investment professionals in 
the US, Europe and south-east 
Asia has produced a discussion 
document on Global 
Investment Performance 
Standards (GIPS). 

The intention Is to develop 
the Performance Presentation 
Standards introduced in the 
US bF the Association for 
Investment Management and 
Research in 1987, and 
harmonise them with other 
approaches, such as the code 
adapted by UK pension funds. 

A fairly leisurely timetable 
has been adopted. A discussion 
period runs until the end of 
this year. Beyond that, some 
proposals may not be adopted 
until 2005 or even 2010, 
because this la a framework 
rather than an instant 
solution. But the intention is 
to make it possible Car global 
portfolio managers to ccanpeta 
faMy far crossborder 
mandat es. 

There are three dimensions 
to the GIPS. First cranes the 
technical matter of the 
formulae for calculating 
returns. Questions Bke cash 
flow, exchange rates, accrued 
Incchrn and tax treatments 
I gnat be harmonised; 

For professional fends the 
technical ride should be ' 
relatively straightforward. Not 
so for amateurs: the premium 
pesfomanretecori of the 
BeardstownLacUes investment 
club, min ok, melted, away 


embarrassingly when re- 
calculated as a time-weighted 
rate of return. 

There was also the case of 
the UK’s two leading 
p e rform ance measurement 
agencies - WM and CAPS - 
which, until a few years ago, 
differed noticeably in their 
calculations of the total return 
on the All-Share Index because 
of hamp riming differences. 
That was harmonised. But 
even now they differ by 30 
basis points an the total return 
of the World ex-UK Index: 194 
per cent for 1997 says CAPS; 

19.3 per cent says WM. 

But as the Americans have 
pmplmdiBiiI fn naming thrir 

KPS, presentation can be an 
even trickier issue than 
calculation. 

Investment firms are 
notorious for presenting 
results selectively - aver odd 
periods or by using favourable 
peer group benchmar k s , say. 

Big problems are posed by 
the make-up of what the 
Americans can "composites"; 
supposedly comparable groups 
into which hinds with 
particular objectives or styles 
foU Such composites can be 
manipulated - one of the 
best-known problems being 
"survivorship bias" by which 

only the most successful, 
continuing portfolios stay 
around to be counted, while 
the poor p er f ormers 
Conveniently disappear. There j 
are Also regular attempts by 
managers to impress with 
simulated numbers or with 
figures far different portfolios 
strung together. 

The suggestion & that there 


should be a rigorously 
standardised format for 
presenting performance, based 
upon five years of results. 
Eventually the record is to be 
extended to 10 years. 

On composites, the approach 
is to insist that the included 
funds are selected before the 
start of the measurement 
period and not afterwards. 

This may eliminate deliberate 
bias, although the self- 
regulatory approach amid still 
mean that different firms' 
composites are less than folly 
comparable. 

Hence the GIPS’ third leg - 
verification, which indeed 
takes as much space in the 
discussion document as the 
section on calculation and 
presentation. But verification 
will not become mandatory 
until 2005 or eveh later. 

The big accountancy firms 
have taken on much of the US 
verification responsibility, 

| although they have been 
criticised for focusing too 
much on box-ticking ami for 
| not being prepared to 
challenge clients over 
judgmental issues like the 
“cherry-pi eking’* of funds in 
composites. 

So there are Inevitably gaps 
in the GIPS. There is a danger 
that enforcement will vary in 
quality in different countries. 

It remains to be seen whether 
national regulators will give 
consistent support, and 
whether local practices present 
obstacles. But progress has 
been Impressive Perhaps one 
day we wiU be able to trust 
global investment performance 
statistics, after all. 
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INSURANCE FRENCH GROUP CLOSER TO BECOMING EUROPE-WIDE OPERATOR THROUGH PLANNED BFr120bn DEALS 


Axa set for full control of Royale Beige 


NEWS DIGEST 



By Neil Buckley in Brussels 

France's Axa-UAP moved 
closer to becoming an Inte- 
grated. Europe-wide insurer 
yesterday as it revealed 
plans to take full control of 
Royale Beige. Belgium's sec- 
ond biggest insurer, through 
deals totalling about 
BFri20bn ($3Jl6ba). 

The French group is 
unwinding an 11 -year-old 
joint-control agreement of 
Royale Beige with Albert 
Frere. the Belgian financier, 
by buying his direct 
and indirect stakes and 
launching a public offer far 
the 37 per cent of Royale 


Beige in public hands. 

The deal includes selling 
back to Mr Frere. or to third 
parties, stakes in his busi- 
nesses held by Axa. 

Claude Beb6ar, Axa chair- 
man, said recent decisions 
confirming the launch of the 
euro strengthened the 
group’s desire to bring 
together its European busi- 
nesses after the merger with 
UAP 18 months ago, and to 
create a single identity. 

“Our domestic market is 
no longer France. It is really 
the whole European mar- 
ket." he said. 

After Axa's Belgian acqui- 
sition, Mr Be bear envisaged 


further Benelux reorganisa- 
tions. including bringing 
together Royale Beige and 
Asa Belgium, the country’s 
sixth biggest insurer, to cre- 
ate a new market leader, as 
well as combining UAP-NR 
and Axa Leven in the 
Netherlands, and Royale 
UAP and Axa Luxembourg 
in the Grand Duchy. 

European consolidation 
was also part of Axa's effort 
to become a global concern 
In financial services, Mr 
B6bear said, drawing paral- 
lels with the Citicorp-Travel- 
ers and NationsBank-Bank- 
America link-ups in the US. 

The move represents fur- 


ther simplification of Mr 
Fibre's complex web of busi- 
nesses. Even after buying 
back his own shares from 
Axa, the secretive financier 
will add to his cash pile, 
prompting speculation about 
his strategy. 

Analysts suggest be may 
increase his stake in Suez 
Lyonnaise des Eaux. the 

French utility giant of which 
he is already largest share- 
holder. with 12 per cent 

Mr B6h£ar valued the Roy- 
ale Beige deals at about 
FFr20bn ($3.3bn). or 
BFrl20bn. Half in shares and 
half cash. They have two 
main elements. 


Axa-UAP is buying the 
23.1 per cent held by Groups 
Bruxelles Lambert, a Frere 
company, in Royale Ven- 
ddme - the vehicle through 
which the two companies 
jointly control Royale Beige. 
Royale Vendfime currently 
has 51 2 per cent of the Bel- 
gian insurer. 

Mr Frere will receive 

BFrlGbn in cash plus Axa 
shares worth BFrl5bn, for a 
capital of BFri8bo. A 
second Frere company is 
selling its 2.05 per cent direct 
stake in Royale Beige, under 
the terms of the public offer. 

Axa-UAP will then launch 
a share exchange offer for 


German banks warm 
to Russia’s invitation 


By Andrew Fisher In Frankfurt 

It was a mild joke doubling 
as a gentle rebuke to foreign 
banks for being so hesitant 
to enter Russia. “I think 
Russian batiks can sleep well 
as foreign banks are not 
competitors in banking busi- 
ness." said Sergei Aleksash- 
enko. deputy bead of the 
country's central bank. 

He was speaking as Deut- 
sche Bank. Germany's big- 
gest bank, opened a new 
backing subsidiary in 
Moscow last week, upgrad- 
ing its representative office 
and combining commercial 
and investment banking 
activities. 

“[ would like to see foreign 
banks more active in Rus- 
sia." said Mr Aleksashenko. 
He stressed that he wanted 
foreign banks to be active in 
all commercial and invest- 
ment banking sectors. 

Until now. there have been 
more reasons Tor caution 
than boldness. But German 
banks are gradually shed- 
ding (heir reservations about 
Russia as the economy 
makes faltering progress and 
the government weathers 
successive crises. 

Rolf Breuer. chairman of 
Deutsche Bank, said Russia 
was developing in a way that 


meant "conditions for 
favourable business develop- 
ment have improved consid- 
erably". 

.Next month, Commerz- 
bank will open a full bank- 
ing operation in Moscow. 
Dresdner B ank already has 
commercial and investment 
haniring activities there in a 
joint venture with Banque 
Nationale de Paris. West- 
deutsche Landes bank is also 
in Russia. Germany is Rus- 
sia’s biggest trading partner, 
so trade settlement forms a 
big part of their business. 

But it will take some time 
before foreign banks - there 
are fewer than 20 wholly for- 
eign -owned banks in Russia. 
- make up a s ignifican t slice 
of the Russian hanking mar- 
ket. Mr Aleksashenko said 
they accounted for only 6.5 
per cent of the total bank 
assets in the country. 

The Ge rman banks hope 
Russia is finally on the way 
to solid economic and finan- 
cial reform. Mr Breuer said 
after meeting Sergei Kiri- 
yenko, the new prime minis- 
ter, that he was impressed 
by the government team in 
Moscow. 

Martin Kohlhaussen, 
chairman of Commerzbank, 
believes banks still need to 
be cautious. “The potential 


is there, but the environ- 
ment - considering the legal 
social and tax aspects - is 
not reliable enough. One has 
to be there, one has to be 
alert, one has to try business 
- and I believe there is a lot 
of business - but one has to 
be very risk-minded.” 

Deutsche plans to build its 
Russian operation gradually. 
Thus Mr Breuer did not 
expect the Moscow-based 
operation to make a signifi- 
cant contribution to earn- 
ings Tor some time. “We do 
not have to produce big prof- 
its in the first three years." 
Initially, the bank expected 
to break even in Russia. 

Deutsche plans to increase 
its capital market activities, 
having helped arrange more 
than $8bn of credits and 
loans for Russia since the 
start of 1996, said Hubert 
Pandza, head of its Moscow 
operation. From there, be 
will also oversee activities in 
those former Soviet repub- 
lics known as the Common- 
wealth of Independent 
States. Next month, Deut- 
sche will open an investment 
banking operation in 
Almaty, TTaxahlcgtan 

The bank was lead man- 
ager for the recent $230m 
unsecured syndicated credit 
for Gazprom, the Russian 



Rolf Breuer not averse to taking stakes in local banks 


energy group. It is also arr- 
anging a eurobond, likely to 
be for less than DMSOOrn 
(5281m), hr SBS Agio, the 
fifth biggest Russian bank. 
Deutsche, which has played 
a leading role in settling the 
old Soviet debt problem, was 
lead manager in the recent 
DM1.25bn Russian govern- 
ment eurobond. 


It also aims to help attract 
more foreign investment to 
Russia, as well as developing 
mutual funds business 
among Russian savers, 
though this is still a thin 
market in view of the hugely 
unequal spread of wealth. 
Nor was the hank averse to 
taking stakes in local banks, 
said Mr Breuer. 


Italy steps up privatisation programme 


By Paul Betts in Milan 

The Italian government 
yesterday followed its entry 
into European monetary 
uniou by accelerating its pri- 
vatisation programme. 

The Treasury is to launch 
thi.s summer the sale of a 
fourth tranche of shares in 
Eni. the oil and gas group, as 
well ns the institutional 
offering for Banca Nazionale 
del Lavoro. the country's 
fifth largest bank in terms of 
deposits. 

IRl. the state holding com- 
pany. also launched yester- 
day its roadshow for a 
LSMXibn i$ji2ral offering to 
institutional investors of 
shares in Alitalia, the 
national airline, and con- 
firmed its intention eventu- 


ally to dispose of its entire 
stake in the carrier. 

IRI also plans to sell its 
remaining 54.2 per cent hold- 
ing in Aero porti di Roma, 
the Rome airport operator, 
in the autumn. 

The fourth Eni tranche 
wifi involve a 12 per cent 
stake and is expected to 
raise about LIZOOtfbn for the 
Treasury. The sale will bring 
the government's stake in 
Eni below 50 per cent, to 39.6 
per cent. 

The sale will coincide with 
the first stage in the privati- 
sation of BNL. in which the 
government owns an 85.5 per 
cent stake, involving an 
institutional placement to be 
followed by a public offer in 
October. 

The Treasury has already 


drawn six potential bidders 
interested in acquiring a 
large stake in BNL. These 
include five domestic banks 
and insurance companies - 
INA, IMI. Credito Italiano, 
Banca Intesa and Monte del 
paschi di Siena - and one 
foreign bank. Banco Bilbao 
Vizcaya of Spain. 

Mario SarcineUi, BNL 
chairman, said yesterday he 
was "moderately satisfied” 
by these expressions of inter- 
est although he admitted he 
would have liked to have 
seen more interest from for- 
eign banks. 

INA, which is widely seen 
as favourite to become 
BNL’s strategic partner, yes- 
terday confirmed its interest 
in buying control or a signif- 
icant stake In the Rome 


bank. This would also sim- 
plify the proposed merger 
between BNL and Banco di 
Napoli the Naples bank con- 
trolled by a holding com- 
pany 51 per cent owned by 
INA and 49 per cent by BNL. 

However, the Treasury 
may consider selling more 
than one strategic stake. 
£N A, the insurance group, 
said it was willing to have 
partners. 

The Alitalia share offer, 
meanwhile, will cut DU'S 85 
per cent stake to 67 per cent 
It will fall to 53 per cent 
after an issue to employees. 

However, the airline's 
financial recovery and 
restructuring, as well as its 
privatisation, has hit turbu- 
lence because erf the contro- 
versial decision to open a 


new Italian international 
hub airport at Malpensa. 
65km outside Milan. 

The new airport is at the 
centre of a political battle 
between Rome and Milan, 
with Rome fearing Malpensa 
will undermine its interna- 
tional airport of Fiumicino. 

Domenico Cempella. Alit- 
alia's managing director, 
yesterday insisted that Mal- 
pensa would open for busi- 
ness, on time, at the end of 
October. 

Pietro Giucci, IRI chief 
executive, said yesterday the 
Malpensa furore would not 
delay the sale of Its remain- 
ing stake in Aeroportl di 
Roma, the Fiumicino airport 
operator and rival of Mal- 
pensa. The sale is expected 
to raise about L2,000tm. 


Schroder International Selection Fund 

Socitfe (finvesrissetnem h capital variable 
Registered Office: 5. rue Hdbenhof. C-1736Se*mingerf>ere 
R.C. Luxerabotug B8202 

NOTICE TO SHAREHOLDERS 

ANNUAL GENERAL MEETING OF SHAREHOLDERS 

of Schroder Intcmaaoaa! Selection Fund will be held at its registered office at 5. me 
Huhenhof. L- 17.16 Sennmg c rfr ci g . at 1 1 .00 am on Tuesday 26th of May 1998. for the 
purpose of considering and voting upon the following manery. 

AGENDA 

1. Acceptance of die Directors' and Auditor's Report and approval of the financial 
siawnKms for (he year ended 3 1st December J 997. 

2. Distribution of final dividend. 

3. Discharge of the Board of Directors and Audiiot 

4. Re-election of Directors. 

5. Re-election of Auditor. 

6. Any other business. 

VOTING 

Resolution on ihe items on the agenda will require no quorum and will be taken on tf* 
majority of the votes expressed % the shareholders present or represented at the 
meeting. 

REGISTERED SHAREHOLDERS 

Registered shareholders wba cannot attend the me etin g in pexson are united to send a 
duly completed and signed proxy form to the registered office of tte company « 
arrive not later than May 22nd. 1998. 

BEARER SHAREHOLDERS 


must deposit their shares five business days before die m ee t ing at die registered office 
of the CompcBiy as set out above, or with: 

Securities Department 
Schroder Investment Management Li mi led 
33 Gutter Lane 
London EC2V8AS 

Ptoay forms for die meeting will be sent to reg is tere d shareholders with a com- of this 
Notice and can he obtained by bearer shareholders front tfa: registered office. " 


The Board of Directors 
May 1998 


SBC seeking 
SFr2bn from 
sale of BSI 



Schraders 


By WBUam HaO in Zurich 

Swiss Bank Corporation is 
believed to be seeking 
almost SFr2bn ($1.3bn) for 
Banca della Svizzera Ital- 
iana. Its Lugano-based pri- 
vate banking subsidiary, 
which it has to seD as a con- 
dition of its merger with 
UBS, its bigger rival 

It announced the sale yes- 
terday as it was given the 
go-ahead by the Swiss 
authorities to merge with 
ires. 

BSI acquired by SBC in 
1991. is one of Switzerland's 
largest private banks with 
assets of SFrSJbn and a staff 
of 706. 

Although the bank bas a 
chequered profit record and 
is less efficient than UBS’s 
Banca di Lugano, which 
remains inaiite the enlarged 
group, there Is likely to be 
considerable foreign interest 

In BSI. It is highly an usual 
for a large Swiss private 
bank to be put up for sale. 

Liechtenstein Global Trust 
is considered a frontrunner 
for BSI. since it recently 
raised SFrl.5bn (Jlbn) by 
selling its asset management 
business and wants to 
expand in private banking. 

However, BSI could also fit 
into the strategic plans of 
Edmond Safra, one of the 
world's most successful pri- 


vate bankers, Merrill Lynch, 
Robeco or HSBC. 

The sale of BSI was one of 
a number of conditions laid 
down by the Swiss Competi- 
tion Commission. The 
enlarged group mast also 
sell Solothurner Bank, a can- 
tonal bank rescued by SBC, 
and Bass lab Carp, which 
provides information tech- 
nology for various retail 
banks. 

The commission also 
required the enlarged UBS to 
sell up to 35 branches in 
areas where It bas a particu- 
larly large market share. To 
prevent competitors “cherry- 
picking'' the best branches, 
it has also insisted that a 
group of 25 branches, with a 
network in all three main 
language areas of Switzer- 
land. should be sold to a sin- 
gle buyer who wants to 
establish a Swiss retail bank. 

It has also ordered UBS to 
maintain at pre-mer ger lev- 
els until the end of 2004 cer- 
tain small business loans 
that will increase because of 
the merger. 

UBS and SBC have 
accepted the conditions, 
which they describe as 
“stringent but tolerable”. 
The new bank, which in 
terms of assets will be the 
world’s third biggest, still 
has to win approval from the 
US regulatory authorities. 



the quoted stock, inviting 
shareholders to swap three 
Royale Beige shares for five 
Axa-UAP shares, plus 
BFi 21«513 in cash and one 
“certificate of guaranteed 
value”, offering a further 
payment linked to Axa’s 
share price in July 2001. 

In return. Mr Prtre will 
bay back - or arrange to sell 
to third parties - up to 13.1 
per cent of Groupe Bruxelles 
Lambert held by Axa and 
Royale Beige, for about 
BFr20bn. Another Frtre 
holding, Fibelpar, will buy 
back stakes held by Axa and 
Royale Beige for about 
BFrT^bn. 

Renault, 
Fiat to 
announce 
bus tie-up 

By David Oweo Is Paris and 
John GrffiBhs in London 

Renault VI and lveco, the 
truck and bus units of 
France’s Renault and Fiat of 
Italy, are poised to announce 
a joint bus development in a 
new example of consolida- 
tion in a fragmented sector. 

The agreement, which has 
been under discussion for 
two years and could be 
announced today, is expec- 
ted to cover joint develop- 
ment and production of a 
range of single-decker buses 
to seek a larger share of the 
22 , 000 -units-a-year west 
European bus market 

Bus building is seen as one 
of the last big manufactur- 
ing businesses to experience 
modernisation, as the arrival 
of big pan-European bus 
operators is expected to 
force busmakers to invest in 
modern factories and newer 
products. 

The deal would mark a 
further strengthening of the 
ties between RV1 and lveco. 
which in the past 12 months 
have resulted in joint devel- 
opment of truck cabs and 
the purchase by lveco of 
RVTs firefighting vehicle 
business. . 

However, even pooling 
their resources would leave 
them trailing the market 
leader, Mercedes-Benz, 
which accounts for nearly 
one in three of buses sold in 
the region. lveco has about 
15 per cent of the market, 
and Renault VI about 10 per 
cent 

The expected move also 
comes as the French com- 
pany seems well on the road 
to recovery after accumu- 
lated losses of more than 
FFrlbn (Jl67m) in the past 
two years. In March, it 
announced that its order 
book had doubled in the 
space of a year. 

“After the recovery in the 
second half of 1997, the 
Renault VI group should be 
back in the black in 1998,” it 
said. 

The group described 1997 
as a year of growth in mar- 
ket share for coaches and 
bases. French unit sales 
totalled 1,970 coaches and 
1,075 buses. 

The Renault group as a 
whole marked its centenary 
by reporting 1997 net income 
of more than FFrSbn. a 
sharp tumround from the 
previous year’s loss of more 
than FFrSbn. 

Renault VI has invested 
heavily in new models in 
recent years and is making 
concerted efforts to cut 
costs. 


One-off gains lift 
MeritaNordbanken 

MeritaNofri barken, the Swedish- Finnish bank formed in a 
merger last year, yesterday overcame flat net interest income 
to post a 67 per cent leap in first-quarter pre-tax proffts, 
driven by non-recurring gains. The profits climbed tram 
FM1-88bn to FM3-13bn ($579m), helped by strong perfor- 
mance of the bank’s bond portfolio and exceptional gains of 
FM1.4bn from a share disposal and a non-recurring dividend.. 

Stripping out non-recurring items, pre-tax profits amounted 
to FM1 .7bn. The bank stressed the Amt-quarter fi$jre from 
last year was also inflated by one-off gains. Net interest 
Income for the latest quarter was unchanged at FM2L68bn. 
Overall, lending rose 8 per cent Greg Mdvor, Stockholm 

DNB ousts chief executive 

Den norske Bank. Norway’s biggest, last night anrmmced it 
had ousted Finn Hvistendahl, its chief executive, because it 
needed a new leader to confront new challenges. It said Mr 
Hvistendahl would stand down on June 30 to make way for 
Svein Aaser, deputy head of Nycomed Amersham, the AngJo- 
Norwegian dregs group. Reuters, Oslo 


FOREST PRODUCTS 


KNP unit ahead 


The packaging unit of KNP BT, which the Dutch group Is 
seeking to sell, lifted first-quarter operating profits by 10 par 
cent to FT 68m ($34m). This was In spite of a decline in sabs 
to FI 722m from R 779m, reflecting previous divestments from 
that operation. 

Group net earnings were ahead 21 per cant to R 63m. This 
was helped by a reduction in the interest bill from R 45m to 
FI 32m. KNP last year sold its papermaking division to SappL 
of South Africa. Gordon Cramfe, Amsterdam 


COMPAGNIE GENERALE DES EAUX 

Incorporated in France with limited liability and issued capital of FRF 13,459,350,30* 
Headquarters: 42 avenue de Friedland, 75008 Paris. France 
Registered In Paris under no. 780 129961 

NOTICE OF A SECOND BONDHOLDERS MEETING 

Holders of Compagnie G£n£raie des Eaux March 1997/April 2003 Equity linked zero 
coupon bonds, previously invited to the Tuesday 330 pjn. May 5, 1998 General Meeting of 
Bondholders which was unable to obtain a quorum, are hereby re-invited to attend the 
General Meeting of Bondholders on Tuesday, May 12, 1998 at 3:30 p.m. The agenda of the 
meeting is as follows: 

□ Report of the Board of Directors on the sale of the Compagnie G£n£rale des Eaux 
business consisting of the management of a portfolio of media, publ idling and 
communication securities and real estate holdings to Havas Media Communications 
(HMC), in exchange for HMC shares. HMC became a subsidiary of Compagnie 
Gdnfrale des Eaux following the absorption of Havas. 

□ Approval of the sale. 

□ Powers to carry out formalities and to file the documents relating to the Meeting. 
Formalities to be complete to entitle bondholders to attend the meeting: 

□ Registered bondholders must be recorded in their name in the Company's register at least 
five days prior to the date of the Meeting. 

□ Holders of bearer bonds are requited to transmit to the banks and credit institutions that 
participated in the bond issue, for receipt at least five days prior to the date of the Meeting, 
a certificate issued by their bank, broker or other intermediary, stating that the braids have 
been placed in a blodred account preventing their sale prior to the date of die meeting. 

Admission cards and forms of proxy are available on request to holders of registered bonds. 

The text of the proposed resolutions and the Board of Directors' report are available for 
consu lt ation by bondholders at die Company’s head office. 

The Board of Directors 


AssiDoman up 27% in quarter 

AssiDomtin, the Swedish paper and packaging group, yester- 
day announced a 27 per cent increase in first-quarter profits, 
confirming the current upswing in the forestry cycle. Pre-tax 
profits advanced from SKr360m to SKr456m ($59 .3m) an 
turnover up from SKr4.8bn to SKr5.7ba The improvement 
was underpinned by strong earnings growth at Assfs flagship 
packaging division, where operating profits jumped from 
SKr105m to SKr141m. Greg Mdvor 


METALS 

FFrlbn pay-out to Eramet 

Emmet, the nickel, manganese and high speed steels pro- 
ducer, is to receive FFrlbn ($167m) in compensation from ihe 
French government for agreeing to swap its Korriambo nickel 
deposit in New Caledonia for toe smaller Poum deposit 
owned by Socidte Mintere du Sud Pacific. 

Mining rights to the two deposits are to be transferred to on 
independent legal entity until Fakxxibridge, the Canadian mh- 
ing group, completes a feasibility study on a 54,000 tonnes a ' 
year nickel smelter on New Caledonia and gives toe go-ahead 
for construction. 

Eramet is still 55 per cent owned by a French state holding 
company. France’s former centre-right government caused a 
storm among minority shareholders when It threatened to take 
Korriambo from toe company to help further its political ahs 
for New Caledonia. 

Kenneth Gooding, Mining Correspondent 


TOBACCO 

Tabacalera posts 42% advance 

Tsbacalera, the Spanish tobacco group, followed its recent 
privatisation with the announcement of a 42 per cent jimp in 
first-quarter net profits to Pta5.75bn (S37.9m). 

Operating profits almost doubled to Pta6.07bn against 
Pta3.11bn In the same period last year. The company sted the 
improvement reflected growth In aD three of its main bushes* 
areas - cigarettes, cigars and distribution - as well as cost 
control measures. David White, Madrid 


CARS 

Audi confirms Lamborghini talks 

Audi, Volkswagen's luxury car division, yesterday confirmed it 
had held talks with Lamborghini, toe Kalian sports car manu- 
facturer. The negotiations centred on the use by LamborghH 
of Audi engines, but toe German carmaker Indicated that a 
possible takeover by VW of Lamborghini was also discussed. 

“We do not comment on speculation. We can say, however, 
that in toe course of the discussions there was discussion 
about other possibilities.” Audi said. 

The German carmaker is currently preparing a fresh bid for 
Rolls-Royce Motor Cars, the UK luxury car company. The 
management of Vickers, the UK Industrial concern, has 
agreed to sell Rolls-Royce to BMW. However, VW is hoping 
to persuade Vickers' shareholders to overturn the decision. 
Graham Bowley, Frankfurt 


PACKAGING 
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COMPANIES & FINANCE: ASIA-PACIFIC 


HjPj AJWOUSTRIAL GROUP FOCU SES ON CONSOLIDATION IN FIBRE, CEMENT AN D IRON AFTER 13% DECLINE 

• F ailing prices take toll on Grasim 


By Krishna Cuba 
In Bombay 


The bleak trading 
environment facing much of 
India’s heavy Industry was 
evident yesterday when Gra- 
slm, the diversified indus- 
trial riagship of the 
A. V. Birla group, reported a 
13 per cent fall in pre-tax 
profits to Rs2.6bn t$85m) for 
the year to March si. 

Grasim. which produces 
cement, textiles, iron, pulp, 
soda and viscose staple fibre, 
blamed the decline on weak 
prices. 


Production increased in 
almost all Its divisions and 
Sales rose 12 per cent to 
Rs40bn. but the group was 
hit by overcapacity and fal- 
tering demand. 

The board said the results 
were “extremely encourag- 
ing when viewed against the 
backdrop of the worst down- 
turn of its kind in many 
years in all the commodity 
sectors in which the com- 
pany operates”. 

It added: “Grashn’s growth 
strategy is focused on 
further consolidation in the 
key sectors in which it can- 


UCPB delays 
annual meeting 


By Justin MarazzI in Mania would be expected to look 

“ more kindly on Mr Coju- 

United Coconut Planters angco’s tussle with the gov- 
Bank has delayed its annual eminent 
shareholders' meeting until Efforts by Mr Ccrjuangco. 
a new administration is former chairman and 
elected, following the recent executive of UCPB, to get 
move by Eduardo Coju- back into the bank — where 
angco. a business associate the board of 15 consists 
of the late president Fend- entirely of government 
inand Marcos, to regain con- appointees - are believed to 
trol of the govemment-se- be linked to his legal victory 
quest ered Philippine bank. last month, when the anti- 
UCPB, which a dminis ters graft court allowed him to 


a 27 per cent stake in San 
Miguel, the food and bever- 
age group, announced the 
postponement in a newspa- 


vote 20 per cent of shares in 
San Miguel for the first time 
in seven years. 

Over the weekend, How- 


per advertisement yesterday, ever. Mr Ramos issued an 
after Mr Coju angco last executive order lifting the 
week petitioned the anti- sequestration on coconut 
graft court to allow him to levy funds, assets and 


vote a 35 per cent stake in 
the bank. 

The meeting, which was 
due to be held on May 14. 
will now take place on 
August 14 “to give the courts 


related companies worth 
lOObn pesos ($£5bn) which 
were established during the 
Marcos administration to 
develop the coconut industry 
and administered by Mr 


adequate time to resolve the Cojuangco. who was then 


issues", UCPB said. 

The move by the bank 
comes amid pre-election 
activity linked to legal dis- 


head of the government 
coconut authority. A milli on 
coconut farmers paid levies 
and invested in companies 


pules dating back to the Cor- such as UCPB and San Mig- 
azou Aquino administration, uei. 
which sequestered share s in Estelito Mendoza, the law- 
a number of companies on yer representing Mr Coju- 
the grounds that the invest- angco. yesterday attacked 
p ments had been made by the Ramos order, saying that 
Marcos cronies using public by declaring the coconut 
money. levy a public fund, the presi- 

The Philippines holds dent was ignoring an earlier 
national elections on May 11. Supreme Court ruling defin- 
and Joseph Estrada, ing it as a private fund with 
vice-president and the lead- a public interest. “That is 
ing contender to replace -practically confiscating 'prop- , 
President Fidel Ramos, erty,” he said. 


tinues to be a dominant 
player - that is. viscose sta- 
ple fibre, cement and sponge 
iron.” 

The company's accounts 
show cement prices were 16 
per cent lower last year than 
in the previous financial 
year. 

Domestic sponge iron 
prices were down 8 per cent 
while viscose staple fibre 
prices were flat 

The decline in profits was 
less precipitous than it 
appeared, as last year's 
results were flattered by a 
disposal of shares in Indian 


Rayon to Hindalco, both 
A. V. Birla group companies. 

Operating profits were sta- 
ble at Rs5.7bn. However, 
depreciation rose from 
RsL5bn to Rsl.7bn. while the 
tax burden went up from 
Rs410m to Rs450m. 

There are few signs of an 
imminent recovery. Analysts 
said the company was 
caught between rising input 
costs and falling end-product 
prices. In the past year, 
government-controlled trans- 
port, coal and power tariffs 
have increased sharply. 

However, most analysts 


dismissed the company’s 
claim that "the south-east 
Asian meltdown also 
Impacted Grasim 's profitabil- 
ity”, saying that domestic 
overcapacity was a much 
bigger problem. 

"Conditions in sponge iron 
are tough, in cement they 
are excruciatingly tough.” 
said Jal Irani, an analyst at 
J airline Fleming. 

Grasim has suffered more 
than most cement producers 
because it is based in 
Madhya Pradesh, in central 
India, far from more lucra- 
tive markets in the 


north-west and south of the 
cmm try. 

The one glimmer of light 
comes from Grasim ’s viscose 
staple fibre division, which 

lifted profits. 

Grasim is the world's big- 
gest producer of viscose sta- 
ple fibre and dominates the 
domestic market, which 
gives it some leverage over 
prices. 

The fibre is also a product 
which ultimately sells to the 
household sector, where 
demand remains buoyant in 
spite of India’s industrial 
slowdown. 





Good bet Might aid Power (on the ra 3), ridden by Jim Cassidy, wins last year's Mofcoume Cup at Remington racetrack A 

NSW sets prices for betting sell-off 


, The Australian state of New 
South Wales yesterday 
released indicative pricing 
details for the sale of its bet- 
ting agency. Tab, which is 
expected to raise about 
A$lbn (US$644m), AP-DJ 
reports from Sydney. 

Tab. which is the coun- 
try’s largest betting business 
and the fifth largest in the 
world in terms of turnover, 
is scheduled to list on the 
Australian Stock Exchange 


on J une 22, one day after 
final pricing details are 
known. 

The public offer document, 
released yesterday, sets a 
maximum price of AS2.05 a 
share for retail investors, 
who are also promised a spe- 
cial entitlement to 25 per 
cent more shares than the 
700-share minim um if they 
register their interest before 
midnight on Friday- 

Other retail investors who 


receive shares via their 
shareholders, will pay a 
maximum of A$2.15 a share, 
while the institutions, who 
are limited to 35 per cent of 
the offer, will bid for stock 
through book-building. The 
offer document has 
suggested institutions sub- 
mit requests for between 
A8L80 and AS2J20 a share. 

The offer of 450m shares 
represents 90 per cent of 
Tab, with the remaining 10 


per cent already claimed by 
News Corporation and Pub- 
lishing and Broadcasting as 
part consideration for the 
sale of their jointly owned 
Sty racing channel to Tab, 
agreed earlier this year. 

Tab, the exclusive opera- 
tor of off-course totalises in 
New South Wales, is forecast 
to post earnings before inter- 
est and tax of A$9L2m in the 
current year, rising to 
A$96.7m the following year. 


NEWS DIGEST 


PALM OIL 

Foreign exchange losses 
hurt London Sumatra 

London Sumatra Indonesia, one of the largest palm oil and 
rubber plantations, said foreign exchange losses of Rp75.7bn 
($9.4m) lowered 1997 net profits by 5 per cent and warned 
that high taxes and drought could hamper 1998 results. 

Lonsum said net profits were Rp76.7bn, down from 
Rp80.6bn. while operating profits had increased 24 per cent 
to Rp12S-0bn. The depreciation of the rupiah lifted the rupiah 
value of $122m in syndicated loans and S30m in forward 
swaps for dollars. Some are due this month, but the company 
did not report progress on rescheduling with Its creditors. 

The company said a new export tax of 40 per cent, replac- 
ing an export ban that hit first-quarter earnings, would hurt 
future earnings. Last year’s prolonged drought is likely to 
depress production volume, it added. 

Lonsum cut operating expenses by 19 per cent but its sales 
revenue, listed in rupiah for a dollar-denominated commodity, 
rose only 19 per cent despite a sharp depreciation of the 
rupiah in the second half of 1997. Sander Thoenes, Jakarta 

MALAYSIA 

Ekran buys back Bakun issue 

Ekran, the Malaysian construction company, has bought back 
the MS300m (USS82m) bond issue intended to raise money 
for the Bakun hydro-electric dam project. The purchase, for 
M$223.9m, was made because the government deferred and 
then assumed control of the huge dam project when the 
regional financial crisis took hold of Malaysia. 

Ekran said it would save M$6m a year in Interest by buying 
all of the five-year, 2 per cent, bank-guaranteed redeemable 
bonds. Sberta McNulty, Kuala Lumpur 


AIRLINES 


Qantas lifts stake in Fiji carrier 

Qantas, the Australian airline, will increase its stake in Fiji’s Air 
Pacific from 17.5 per cent to 46 per cent in a F$26m (US$8m) 
deal announced yesterday by the Fiji government 
The sale, amounting to 28.5 per cent of the government’s 
holding, is in line with its divestment policy and will leave the 
state with 51 per cent of the airline. 

Air Pacific has reported profits for more than 10 years. It 
operates flights to Los Angeles, Tokyo. Honolulu, Australia, 
New Zealand and throughout the Pacific Mends. 

AP-DJ, Suva, Fiji 


PHILIPPINES 

Provisions jump at FEBT 

Provisions at Far East Bank & Trust the Philippines' fifth larg- 
est bank by assets, jumped more than fivefold, from 97m 
pesos in the first quarter last year to 513m pesos ($12.7m), 
the bank said yesterday. 

FEBT said net profits rose 1.3 per cent, from 682m pesos 
to 691m pesos, limited by the increase in provisions to adapt 
to foe difficult business environment produced by the Asian 
crisis. 

"It looks as though the bank is setting Itself up to ride out 
the challenges ahead,” said one banking analyst at a foreign 
brokerage. “But what I'd like to know is whether non-perform- 
ing loans also rose fivefold.” Justin Marozzi, Man 3a 


ICICI plots course to become ‘universal’ bank 

Indian group is seeking to develop synergies within a growing assortment of subsidiaries, writes Krishna Guha 




I ndustrial Credit and 
Investment Corporation - 
India’s second biggest 
financial institution - has 
called m McKiusey. the man- 
agement consultants, to 
chart a new business struc- 
ture as it pushes ahead with 
I \ plans to become the coun- 
* try’s first universal hank. 
The move follows aggres- 
sive expansion in investment 
and retail banking, which 
has left ICICI with a last- 
growing but unwieldy 
assortment of subsidiaries 
alongside its traditional 
business of term lending. 

“There is an urgent need 
to synergise group-wide 
activities." says K.V. Ka- 
mnth. managing director. 
“The strengths are there - 
but they are not synorgteed." 
He says a change in struc- 
ture is necessary to ensure 
the “various business 
nperatiuns do not conflict". 

The McKinscy review will 
be greetrd with relief by 
rv investors who admire ICICI s 
? drive but fear it lacks the 
organisational capacity to 
expand rapidly while con- 
trolling risk. 

Last month ICICI 
announced 0 40 per cent 
Increase in net profits to 
RslO.Sbn lS!72m) for the year 
to March 31. hut also 
revealed a jump in non- 
performing assets from 6-8 
per ct-'til of Ibt? total to *-6 


per cent. This is worrying, 
given a 27 per rant rise in 
assets. 

Earlier. J.P. Morgan pulled 
out of its I-Sec investment 
banking joint venture with 
ICICI, citing differences in 
strategy and competition 
from the parent company. 
Mr Kamath says he was 
committed to building up 
1-Sec as a wholly owned sub- 
sidiary. but this will not be 
easy, as many of its top staff 
are poised to quit to join 
J.P. Morgan. 

The decision is driven by a 
belief that the “universal 
bank" is the blueprint for 
the future of Indian banking. 
This is in sharp contrast to 
the past, when the industry 
was split into separate seg- 
ments by regulation. 

ICICL as a development 
finance institution, was not 
allowed to accept deposits 
from retail investors, offer 
working capital loans, or 
develop investment banking. 
So it set up subsidiaries 
instead. 

“Over the past 10 years we 
have created a co m m e rc ial 
bank, an investment bank, 
an asset management com- 
pany and a retail financial 
sendees company as associ- 
ates to mimic a universal 
bank." says Mr Kamath. 

He says the collection gave 
ICICI the toll range of prod- 
ucts. But managing an ad 


hoc structure is difficult. “It 
is a transitional arrange- 
ment. The only reason the 
subsidiaries were set up was 
that ICICI was unable to get 
into each of these businesses 
itself." ■ Now. following 
deregulation, it can. The 
McKinsey review is likely to 
recommend that ICICI 
regroup its banking aubsid- 


‘Retail funds are 
unavoidable - the 
money market and 
debt market are 
not deep enough 
to meet our needs’ 
- K.V. Kamath, 
managing director. 


iaries under a central bold- 
ing company, putting in 
place “Chinese walls" to 
avoid conflicts of interest 
and ensure different compa- 
nies do not compete against 
each other. 

“We have to look at what 
ICICI bank [a retail bank] 
and ICICI credit {a financial 
services company] are 
doing," says Mr Kamath. 
“Their customer base is the 
same in many ways." He 


plans to introduce common 
technology platforms allow- 
ing group companies to 
cross-sell products and trans- 
fer data. 

Thp organisational 
shake-up will reflect ICICTs 
determination to continue 
its advance into retail and 
commercial banking. It has 
targeted short-term working 
capital loans. “Going 
forward I can clearly see 35 
to 40 per cent of my business 
in this area," says Mr 
Kamath. 

This will bring ICICI into 
more direct competition with 
India’s established commer- 
cial banks, which are also 
pushing into its core busi- 
ness of term loans. 


I CICI has one big advan- 
tage: as a private-sector 
organisation, it has more 
flexibility in selecting staff 
and paying market rates 
than public-sector banks. It 
also has financial muscle — 
only State Bank is compara- 
ble in terms of assets. But 
banks have the advantage of 
big retail networks, which 
bring in low-cost deposits 
which are ideal to finance 
short-term corporate loans. 

If ICICI is to achieve its 
ambitions it needs retail 
money. “Retail funds are 
unavoidable - the money 
market and debt market are 
not deep enough to meet our 


needs," says Mr Kamath. He 
aims to increase loans by 
between 20 per cent and 25 
per cent a year, an annnai 
disbursement of about $4bn. 

To finance this, ICICI has 
launched a series of retail 
bond issues. But analysts 
beb'eve it needs to comple- 
ment bond issues with a 
mare active presence on' the 
ground. 

At the end of last year, 
ICICI agreed to buy 1TC 
Classic - the troubled finan- 
cial services arm of Indian 
Tobacco - giving it a 
network of more than 1m 
depositors. 

It is widely seen as a 
potential buyer for one or 
more of India’s mid-sized 
banks. However. Mr Kamath 
is un enthusiastic. “In the 
Indian context it is often 
easier to build de novo than 
acquire something and pay a 
fancy price." 

Nor is Mr Kamath keen an 
acquiring a low-technology 
“bricks and mortar” branch 
network, and “even a strate- 
gic merger would have to 
add to the bank's capital or 
products," he adds. 

This attitude Is informed 
by Mr Kamath’s belief that 
Indian banks face a tough 
few years as India's economy 
goes through structural 
change. “There will be pain 
ail round and pain in the 
banking system." 


Taiwan ‘set to lead Japan in notebooks’ 


By Laura Tyson 
to Taipei 


Taiwan is likely to overtake 
japan as the world’s biggest 
producer of notebook com- 
puters this year as fnlllPS 
prices in the personal com- 
puter industry force a 
to nimble and cost-effective 
Taiwanese suppliers, accord- 
ing to :t Taiwanese notebook 
muitor. 

i. J. Lee. president of TftTO- 
httid international, predicts 
Taiwan’s world market 
share of notebook output 

,-iU jump from 34 pmrcentfo 

1007 in ja per cent m law- 

Last yem- Taiwan made 4-im 

notebooks, compared •»* 
Japan’s 5.6m. of a total 
worldwide of Mat. 


The trend that is driving 
down prices for desktop PCs 
to below US$1,000 is having 
a knock-on effect on the 
notebook segment as well os 
components. As a result. 
Japanese notebook makers, 
historically reluctant to pro- 
duce offshore, may be forced 
to go to Taiwan, Mr Lee 
says. 

He predicts that the next 
wave in the PC cycle will be 
-sub^l.OOO" notebooks. “If 
we can reduce the price of a 
notebook to three digits, this 
will spark a big boom in the 
notebook market," he said. 
“Mavbe this can be achieved 
by the first quarter of next 
year. 

“If the price of a notebook 
can be brought down closer 


to that of desktops, then 
many users will opt for the 

convenience of a laptop." 

However, electronics ana- 
lysts caution that much 
depends on the Japanese 
yen. 

“Japanese suppliers used 
to target the- high end of the 
market The low-price trend 
has forced them to go mid- 
market and they will need to 
do more outsourcing," said 
Liu Chi-tung. of SBC War- 
burg. “All- this is definitely 
going to help Taiwan, but 
how much depends on the 
yen.".. 

• .Two Japanese groups. 
Fujitsu and Hitachi, have 
already- shifted a portion of 
their notebook manufactur- 
ing to Taiwanese suppliers. 


DeH the US PC maker, used 
to make notebooks in Japan, 
but now outsources in 
Taiwan. 

Several factors are fuelling 
this trend. First, Taiwanese 
manufacturers are foster and 
more flexible than their Jap- 
anese or Korean counter- 
parts, electronics analysts 
say- Their design cycle is 
shorts', so they can respond 
to changes in the market 
more quickly and bring out 
new models sooner. At the 
same time, they c* B manu- 
facture products of equal 
quality at lows- prices. 

Another factor is that 

Japan has lost its strangle- 
hold on a key component - 
the liquid crystal display 
screen, the most expensive 


part of the notebook. 

Korea began producing 
LCDs in the third quarter of 
last year and prices have 
since plummeted. For exam- 
ple. the cost of a 2L1 inch 
LCD has fallen from US$700 
a year ago to US$350. and 
may well fall further. 

Prices of LCDs are expec- 
ted to fen again in late 1999 
or early 2000. when Taiwan’s 
first LCD factories begin 
production. 

Acer. Taiwan’s biggest PC 
maker, recently announced a j 
joist venture with Interna- 
tional Business Machines of 
the US to make LCDs. 1 
Winbond. a Taiwanese chip- 1 
maker, also recently dis- 
closed plans to co-operate 
with Toshiba to make LCDs. 


COMPAGNIE GENERALE DES EAUX 

Incorporated in France with limited liability and issued capital of FRF 13,459.350300 
Headquarters: 42 avenue de Frfedland, 75008 Paris, France 
Registered in Paris under no. 780 129 961 

NOTICE OF A SECOND BONDHOLDERS MEETING 

Holders of Compagnie Generate des Eaux March 1997/April 2003 Equity linked zero 
coupon bonds, previously invited to the Tuesday 3:30 p.m. May 5, 1998 General Meeting of 
Bondholders which was unable to obtain a quorum, are hereby rc-invited to attend the 
General Meeting of Bondholders on Tuesday. May 12. 1998 at 3:30 p.m. The agenda of the 
meeting is as follows: 

□ Report of the Board of Directors on the sale of the Compagnie Genera le des Eaux 
business consisting of the management of a portfolio of media, publishing and 
communication securities and real estate holdings to Havas Media Communications 
(HMCj. in exchange for HMC shares. HMC became a subsidiary of Compagnie 
G£n£raJe des Eaux following the absorption of Havas. 

□ Approval of the sale. 

□ Powers to carry out formalities and to file the documents relaxing to the Meeting. 
Formalities to be complete to entitle bondholders to attend the meeting: 

□ Registered bondholders must be recorded in their name in the Company's register at least 
five days prior to the date of the Meeting. 

□ Holders of bearer bonds are required to transmit to the banks and credit institutions that 
participated in the bond issue, for receipt at teas* five days prior to the date of the Meeting, 
a certificate issued by their bank, broker or other intermediary, stating that the bonds have 
bean placed in a blocked account preventing their sale prior to the date of the meeting. 

Admission cards and forms of proxy are available on request to holders of registered bonds. 

The text of the proposed resolutions and the Board of Directors* report arc available for 
consultation by bondholders at the Company's head office. 

The Board of Directors 


SAMSUNG CORPORATION 

To the Holders and Beneficial Owners of Samsung Corporation Global Depositary Shares 
NOTICE IS HEREBY GIVEN TO THE HOLDERS OF THE ABOVE MENTIONED GDSs THAT: 
The Board of Directors Meeting of the Company, held on April 18. 1998, resolved to issue new 
shares as Inflows. 

1. Type of Shares: Common shares in registered form. Number of Shares to be issued: 
30,000,000 shares of common stock. 

Z Method of issuance: Offering In priority of sharaholdefs based on market prioe. 

3. New Share Price: A New share price shall be the 30 percent discounted price of the price 
calculated in accordance with Financial Management Regulations governing listed 

companies. In case this 30 percent discounted price is less than KRW 5,000, the new share 

price wfll be set at KRW 5,000. 

4. Record Date: May 9. 1998. 

5. Allocations of New Shares: 

i) 20% of Rights Offering shafl be aSocated for subscription by company employee 
according to tee Capftal Market Fostering Law in Republic of Korea 

ii) Remaining 80% of Rights Offering shall be allocated for subscription by shareholders 
registered on May 9, 1998 in the proportion of 0.34717 share per share (2 GDSs}. 

E) Provided that the proportion of aBocation may be changed by the request for 
conversion of ConvertHe Bondholders, fraction of shares and unsubscribed shares 
shafl be offered for public subscription. 

6. Subscription Period (Shareholders): June 8, 1998 - June 9, 1998. 

Subscription Period (Pub 8c): June 15, 1998 - June 16, 1998 

7. Payment Date: June 23, 1998 

8. Others: 

i) The above items are subject to change by governing authorities. 

if) GDSs holders should contact tee Depositary (Citibank, N A) for further information 
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C OMP ANIES & FINANCE: THE AME RICAS 

DEBT ISSUES MARKET GIVES MIXED^RESPONSE TO OFFERINGS FRO M AMAZON.COM AND OXFORD HEALTH PLANS 

Junk bond market surge set to continue 


By John Labate 
in New York 


The year’s surging high- 
yield. or junk bond, market 
in the US is expected to 
continue this week with two 
of the more unusual, and 
controversial, new corporate 
debt issues. 

Amazon.com, the online 
book seller, was late 
yesterday expected to launch 
S275m in senior discount 
notes with five-year zero 
coupon. Analysts expect the 
yield to range from 10 to 
10.25 per cent. 


The other offering is 
j200m in new issues by 
Oxford Health Plans, the 
troubled managed care 
provider. The Oxford issues 
are expected to be priced to 
yield U per cent. 

The two deals have drawn 
admir ers and detractors in 
the corporate market for 
very different reasons. 

Amazon.com has been 
greeted by investor 
enthusiasm In the stock 
market, with its share mice 
rising from $18 at its initial 
offering in early 1997 to 
$94.75 in early after- 


noon trading yesterday. 

But analysts in the bond 
market have difficulty 
predicting how the 
fast-changing world of 
internet commerce will alto- 
over the life of the new 
issues, as well as how to 
value a company with few 
tangible assets. 

"Over the course of the 
10-year life of this band the 
company could be a 
Microsoft or it could be out 
of business," said Gary 
Goodenough. a portfolio 
manager at Loomis Sayles, 
an investment advisory firm. 


The structure of the 
Amazon.com offering 
reflects the recent popularity 
of zero coupon Issues, by 
which no payments are 
made until the note's expiry 

“The economics of the 
internet service providers 
haven’t quite been worked 
out yet, and you cannot be 
certain that Amazon's cash 

flow will be sufficient to 

meet its debt service five 
years hence,” said Steven 
Ruggiero, director of high 
yield security research 
at Chase Securities. 

What Amazon.com has 


behind it are surging 
demand figures for its 
internet -based business, 
reflected in its fastgrowing 
revenue performance. 

Oxford Health Plana 
presents a different set of 
risks for debt analysts. 

The company has faced a 
series of billing and other 
financial difficulties, 
producing net losses of 
W5.3m in its most recent 
quarter. 

In addition, the company's 
chairman resigned recently 
and it feces a lawsuit from 
a group of physicians over 


the issue of payment of fees. 

As a result. Oxford’s stock 
price has taken a tumble, 
felling from $87^ last July to 
$174 in afternoon trading 
yesterday. 

However, some portfolio 
managers are more 
optimistic about the 
company’s future prospects, 
and consider the coming 
frnnd offering as a chance to 
ride a tuzuroond. 

Ibis week a total of $2.8bn 
in corporate junk bands are 
expected to reach the 
market, according to 
Securities Data Company. 


Argentina’s utilities pressured to review fees 


By Ken Warn in Buenos Akes 

Argentina’s privatised 
utilities and a handful of 
other companies are coming 
under pressure hum inves- 
tors to review the hefty man- 
agement fees paid to control- 
ling shareholders. 

The present value of man- 
agement contracts can 
exceed 20 per cent of compa- 
nies’ market capitalisation, 
according to a report by bro- 
kers Robert Fleming Argen- 
tina, and renegotiation could 
have a big positive impact 
on company valuations. 

The fees are a legacy of 
Argentina’s main privatisa- 
tion thrust at the beginning 
of the decade, when high 
management fees were 
offered as a sweetener for 
foreign buyers. 

They have no significant 


parallels elsewhere in Latin 
America. 

Most of the contracts, due 
for renewal around 2000, are 
based on pre-tax profits 
rather than market capitalis- 
ation, said Gonzalo Fdngaiu. 
analyst at Robert Fleming- 
This encouraged manage- 
ments to seek growth at any 
cost, rather than creating 
value for all shareholders, he 
claimed. 

“As we get closer to these 
contracts’ maturity, inves- 
tors will get the chance to 
see which companies really 
want to maximise sharehold- 
ers’ wealth and which want 
to take them for a ride.” 

Listed utilities pay the 
management fee to a techni- 
cal operator, which shares It 
with other controlling share- 
holders. 

Telefonica de Argentina, 


one of two basic telecommu- 
nications operators created 
after the break-up of Entel, 
the state telecoms concern, 
pays a management fee to 
Telefonica de Espafia equiva- 
lent to 9 per cent of annual 
earnings, plus the operator's 
expenses. 

In the 1997 fiscal year, 
TelefOnlca de Argentina paid 
a management fee totalling a 
"chilling" 8145.3m, or more 
than 3i per nant of earnings, 
the Flemings report said. 

Telecom Argentina, the 
country's other basic tele- 
coms provider, last year 
handed about 32 per cent of 
earnings over to technical 
operators France Telecom 
and Italy's Stet 

Shareholders excluded 
from the fee arrangements 
are increasingly questioning 
them in meetings with com- 


PreswiraJaeo# 


: : 




.CmWPtwto .. •- 
,7<iM MnWAwoBa 


‘ ..■’feS*' 'I,";** 

» -eU'-v- 

' v- - *»;.:• r- ; ; 

i f-: vmss. 

r -. rwai ■ l"- vj! \m{- 

y- jmrV >; 


p anies. Robert Fleming 
argues that while the con- 
tracts are unlikely to be 
changed now, the fees 
should be lowered substan- 
tially when current con- 
tracts expire. 

The privatised utilities are 


not the only companies pay- 
ing out significant manage- 
ment fees to controlling 
shareholders. 

Banco de Galicia, the big- 
gest Argentine-owned pri- 
vate sector bank, has tradi- 
tionally paid its board 12 per 


emit of pre-tax profits as a 
management fee. 

Property company IRSA, 
in which George Soros, the 
fafanwtimwi investor has a 
large stake, has just discon- 
tinued a management fee 
system. . • 


Probe clouds Cendant’s 
figures for first quarter 


Kimberly-Clark unveils 
fresh pruning move 


By Richard Toraktas 
in New Yurie 


Cendant, the US franchising 
and direct marketing com- 
pany stricken by worries 
about accounting irregulari- 
ties, yesterday reported net 
profits of $229.5m for the 
first quarter, and said it 
believed the figure was 
correct 

No comparative figure was 
given for the first quarter of 
last year because the discov- 
ery of potential irregularities 
means the previously 
announced figure of $166m 
will probably be revised. 

Last month, Cendant said 
the expected revision would 
cut an estimated $100m to 
$115m from the company's 
reported operating profits of 
$872m for the whole of 1997. 

Announcing this year’s 


first-quarter results, Cendant 
warned that the investiga- 
tion into the potential irreg- 
ularities could affect these 
figures, too. 

But it later issued a Clarifi- 
cation. saying the results 
had been compiled in accor- 
dance with appropriate 
accounting practices and 
reflected the elimination of 
any potential historical 
accounting irregularities 
currently under investiga- 
tion. 

Revenues were $41.4bn 
and eaming i per share were 
26 cents, one cent ahead of 
the consensus estimate of 
analysts surveyed by the 
First Call research service. 

Cendant was created last 
year through the merger of 
HFS, a franchising company 
with interests spanning 
hotel chains and car rental 


agencies, and CUC Interna- 
tional, a direct marketing 
company. Last month it 
completed the acquisition of 
the UK’s National Parking 
Corporation for $l-3bn. 

The potential accounting 
irregularities were discov- 
ered in the accounts of the 
former CUC. But Cendant 
said yesterday that more 
than 80 per cent of its first- 
quarter net income came 
from Cendant business units 
not affected by the account- 
ing troubles. 

Cendant said it had post- 
poned its annual meeting 
from May 19 to autumn this 
year pending completion of 
restated financial statements 
for last year. 

In early trading the shares 
were down at $24%. 


UK plans, Page 20 


By Tracy Corrigan hi New York 

Kimberly-Clark said yester- 
day tbat it would close a 
pulp mill in Mobile, Ala- 
bama, in September 1999 and 
sell the associated wood- 
lands operations, as part of 
its strategy of reducing its 
reliance on internally pro- 
duced pulp. 

The company has previ- 
ously announced plans to 
sell its pulp mflh in Terrace 
Bay, Ontario, and Miranda, 
Spain, but plans to con- 
tinue to operate pulp mills 
in Everett. Washington 
and Pictou County, Nova 
Scotia. 

Following these disposals 
and the closure announced 
yesterday, the company wfl] 
have reduced tile percentage 
of virgin fibre it produces for 
use in its own products from 


nearly 70 per cent to about 
20 per coat, in line with its 
target 

“We said last year we 
would like to reduce reliance 
on Internally produced pulp 
and this helps os to achieve 
that," the group said. 

Kimberly-Clark has been 
trying to transform itself 
from a cyclical pulp and 
paper company into a more 
highly-rated consumer goods 
company, but the transition 
has proved more difficult 
than the company had 
expected. 

Last year, the company 
announced a restructuring 
including the loss of 7 per 
cent of the workforce world- 
wide and an $81 Om pre-tax 
charge. 

That restructuring was 
Kimberly-Clark’s second 
since 1995, when it acquired 


Scott Paper - previously 
under the stewardship of the 
notoriously aggressive A1 
“Chainsaw" Dunlap - its 
largest acquisition to date. 1 
and which has proved' diffi- 
cult to integrate. 

Furthermore, the compa- 
ny’s pamrng g have been hit 
by overcapacity and price 
wars in the tissues market 
in Europe. 

Kimberly wiQ -continue to 
operate tts Mobile tissue 
mill, which makes bath- 
room tissue, paper towels 
and napkins, and plans 
to invest $I00m in the ■ 
facility over the next few 
years. • 

The pulp plant, which is 1 
hampered by high energy 
costs, produces pulp from 
the company's timber lands 
for use in the tissue mill, 
Kimberly said. i 


news digest 


INSURANCE BROKING • 

Aon Corporation leaps 
$ 137 m into the black 

Aa, Corporation, «. Chfc^-W™* 1 


in 1997 resulted largely from special chafes, 
pany paid a substantially larger tax charge 
JrfigQaBefbre both tax and special Items, Increased 
48 per cent to $237.8m In the latest three ^wntte, own^ed 
within 80.2m in the same period of 1 W* 
were 80 cente. exactly In line with 

forecasts. Total revenue tor the quarter was $1 .56bn, up from 

"wlU AO"'* caiman. ! 

growth on the insurance broking and consulting side had 

ESSE— underwriting acWtos 
Start-up costs In toe 
Initiative and the continuing 

and casualty and North American credit underwriting tines, . 

revenue from the insurance broking and consulting 
businesses rose to $1.04bn, up fr°m &880- 7 *"• P™® 3 

ahead of apeefal charges and tax increased to Sl83£m 
against $108-6m. On the underwriting *kte. revenueevrere 
$475m, up from $445.4m, with 

against $64.8m. However, Mr Ryan added (^nsdkfefaon of 
recent acquisitions In the broking » ^ ’ and 

said the group remained “confident of its position. 

Nikki Taft, Chicago 


NETWORKING 


Intel forms alliance with Fore 

Intel has formed a partnership with Fore Systems, a leading 
suppSer off high-speed networking systems, in the latest move 
by the ettpmaker to expand tts 

ness. Intel, the world’s largest chipmaker. has set its sights 
on building a mum-MBcm-dollar networking business to oom- 
pete with companies such as Cisco. Lucent and Bay Net- 
works. Currently, the networking division has annual revenues 
of under $1bn. 

Intel said such alliances would be part of the expansion 
plan. Fore is a leader In asynchronous transfer mode (ATM) 
networking technology, write Intel has previously focused on 
fast Ethernet technology. ATM and Ethernet are alternative 
networking protocols. Together the two companies plan to 
create technology and combine the benefits of both ATM and 
Ethernet tor use In corporate networks. 

ATM is typically used in large-scale networks where Jt pro- 
vides a very high-speed “backbone" technology to link, far 
example, a network at one corporate site and another. It is 
often used to consolidate voice, video and data networks. 

Ethernet . which is typfcafly deployed on local networks, is 
known for Its ease of use and lower costs. 

Louise Kehoe, San Francisco 


AIRLINES 


r : , .in 


Continental in Brazil link 

Continental Airlines and Vasp, the US and Brazilian airlines, 
yesterday signed a code-sharing agreement covering 35 
flights si week between the US and Brazil. 

Gordon Bethune, Continental’s chief executive, said the 
agreement was part of Co n t in ental's plans to build on pteri- 
ons agreements with Northwest. Virgin- Atlantic, KLM, Air. 
France and Alitalia. The al Ranee was the third biggest In the 
world and would aim to become bigger than “the other two* 
- a reference to the Star Alliance formed last year by United 
Airlines, Lufthansa, Air Canada, SAS, Thai International and 
Vang, Brazil's biggest airline, and a similar agreement 
between United, Lufthansa and All Nippon. 

"The world is sorting out Into global alliances,” Mr Bethan 
sakL “Airlines need to offer passengers the same standards in 
feres and service whether they're flying to S3o Paulo or Jak- 
arta.” The agreement begins operating on July 1. 

Vasp has similar agreements with three other South Ameri- 
can afrffoes. Jonathan Wheetiey, Sfio Paulo 
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PAYMENT OF DIVIDEND 

NOTICE IS GIVEN to sharahokters that following a resolution 
passed at the Annual General Meeting of shareholders held on 
MayS, 1998 a dMcfend for the year ended 31 December, 1997 
of DM 1.50 per share of DM Spar value wffl be paid as bom 
May 6, 1998 against delievery of Coupon No. 62 from shams 
of DM S or Coupon No. 12 from London Deposit Certificates 
Of DM 5. 

Dividend of 20% wfl be subject to German Capital Yeild Tax of 
25% and 5.5% solidarity payment charged on the capital yeild tax. 
Coupons may be presented as from May 6, 1998 to: 

SBC Warburg Dflfon Read 
1 High Timber Street 
London EC4V3S8 

from whom appropriate claim forms can be obtained. 

The dividend win be paid at the rate of exchange ruling on the day 
of payment 

Payment in respect of London Deposit Certificates win be made at 
the rate of exchange ruling on the day of receipt of dvidend on the 
underlying shares deposited In Germany. 

United Kingdom income Tax win be deducted at the rate of 5% 
unless claims are accompanied by an affidavit 
German Capital Yeild Tax deducted In excess of 15% is 
recoverable by United Kingdom residents, and the Company’s 
United Kingdom Paying Agent win, upon request, provtde holders 
with the appropriate forms for such recovery. 

HOECHST AKTIENGESELLSCHAFT 
Frankfurt am Main, May 1998 


NOTICE OF PARTIAL REDEMPTION 
ToHofderaof 

DOMUS MORTGAGE FINANCE NO.1 PLC 
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Mortgage Backed Floating Rate Notes due 2014 
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Disgruntled Nuveen investors fire a shot across the bows 

Complaints about underperformance and management compensation have led some shareholders to demand a sale, writes Nikki Tait 


GRAND PACIFIC HOLDINGS LTD 
USD 20 MIO Guaranteed FRN DUE 2000 

tnumt Rahft &9S12S** 
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Tu 06.11. 1998 
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S tand by for a bunfigbt 
when shareholders of 
John Nuveen, the 
quoted $50bn asset manage- 
ment group, meet in Chicago 
tomorrow. 

At issue, for the second 
year running. Is the group's 
relative underperformance 
in the surging US mutual 
food business, coupled with 
a management compensation 
scheme which critics say is 
hopelessly outdated and 
seems to guarantee top exec- 
utives multi-milli on-doll ar 
rewards regardless of under- 
lying results. 

So bad is the situation, 
according to dissident share- 
holders, that they are aski n g 
that directors “immediately 
initiate discussions with pos- 
sible purchasers relating to 
an acquisition of Nuveen by 
merger or tende r offer”. 

From the management 
side comes a plea for more 
time, as tt seeks to transform 
the company from being a 
municipal bond specialist 
Into a broadly-based asset 
management group targeted 
at people facing retirement 
“We’ve taken criticism for 
the pace " says Tim Schwert- 
feger. chief executive. “But 
this is a 100-year-old com- 
pany and if you’re going to 
transform it, you don’t do it 
overnight" 

Nuveen'a history is the 
one thing not in dispute. 
Formed in the late 1890s, for 
most of its life it functioned 
as an investment banking 
business specialising in 
municipal bonds. Nuveen 
did its first underwriting for 
a Minnesota-based water- 
works in 1898, and has since 
handled anything from hos- 
pital bonds to highway fund- 
ing. In the 1960s and 1970s, it 
twg an to package municipal 
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critical of the strategy. “It 
holds same water," he says. 

But Nuveen’s belated 
launch into the equity man- 
agement business has left it 


than share price, peer group 
comparisons or even growth 
in earnings per share. 

Again, Mr Schwertfeger 
asks for time, saying remu- 


looking a sorry performer iteration systems do not just 
alongside other mutual fond apply to top management. 
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panics, the Minnesota-based growing pre-retirement sag- tions. 
insurance group, tor a peltry men t - sensible, given that ' Asked why Nuveen took 
yuim. Two decades later, St many b uye rs of its munid- so long to launch equity- 
Paui decided to float off a pal bond-based funds were based funds, Mr Schwert- 
mlnorlty stake; today, about older, risk-averse investor. - feger responds; “It was mare 
22 per cent of Nuveen’s But Nuveen then spent important to do it right than 


managers. After-tax profits 
have barely budged from 

$70m in 1993 to *74m last 
year, while earnings per 
share have increased 21 per 
cent over the same period. 
By contrast, earnings at T 
Rowe Price, a big fond man- 
agement business, have 
almost tripled over the same 
period. 

Moreover, Mr Cibelll 
points out tbat even if com- 
parisons are drawn with 
Eaton Vance, a Boston-based 
fund manager which was 
also lumbered with a big 
municipal bond business, 
Nuveen is still found want- 
ing. Eaton Vance’s share 
price has more than tripled 
since late 1994, an the back 
of impressive fund manage- 
ment performance. Nuveen’s 
has doubled over the same 
period, but stQl stands below 
the $40 level seen in 1993 - 
and has arguably been 
helped by the sale sugges- 
tions. 

‘ Asked why Nuveen took 
so long to launch equity- 


and overhauling them needs 
to be done progressively. “I 
don’t believe you can change 
it overnight - we are system- 
atically changing it.” In its 
formal response to the dissi- 
dents' moti o n, Nuveen also 
notes that about one-flfth of 
annual incentive awards are 
shifting from a cash to 
equity basis. 

But Mr Cibelli points out 
that “senior management 
takes the lion’s share of the 
bonus", and changes being 
made do not tackle the “dis- 
connect" between Nuveen's 
financial performance and 
the compensation. 

Mr Cibelli and fellow dissi- 
dents. such as Martin Whit- 
man at Third Avenue Value 


on Thursday. St Paul, wife 
its majority stake, says it 
will support Nuveen and 
describes the dissidents’ pro- 
posal as “ill-advised". 

Nevertheless, the dissi- 
dents say that if more than 
half the independently held 
shares hack their motion, a 
strong message will have 
been sent to the St Paul 
board. That should put pres- 
sure on the insurance 
group's independent direc- 
tors. 

Even so, whether this win 
result in a sale of the 
Nuveen business is unclear. 
Despite Nuveen's probtena, 
St Paul’s low acquisition I 
price in the 1970s means it is 
looking at a big capital grfa 
on its investment . - 

Mr Cibelll concedes any 
disposal would need to be a 
share swap deal. But that he 
says, would be fine- 
“[Nuveen’s] a wonderful 
business - Tm just looking 
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22 per cent of Nuveen's 
shares are publicly held and 
the group is capitalised at 
about Slibn. 

A raging bull market for 
equities, however, has not 
made Nuveen's life in the 
public arena easy. Municipal 
band-based funds feu badly 
oat of favour five years ago 
- although the closed-end 
nature of many of Nuveen’s 
vehicles meant the company 
continued to draw solid man- 


securities into a mix of agement fee revenues. 


closed-end and open-ended 
funds, which were then sold 
on to retail investors. 

In 1974. Nuveen was 
snapped up by St Paul Com- 


In 1993. according to Mr 
Schwert fe ger, a decision was 
taken to broaden Nuveen's 
asset management objectives 
and focus on servicing the 


two years looking for exper- 
tise to handle the additional 
equity fund business, before 
it alighted on Institutional 
Capital Corporation, another 

Chicago-based company. The 
first family of equity fluids 
was launched in 1996. Th en, 
last year, Nuveen also 
acquired the Rittenhouse 
group, bringing another $9bn 
of funds under management, 
mainly in equity and- bal- 
ance account portfolios. 

Mario Cibelli, of New 
York’a Robotti & Co, the 
money- manager which is 
one erf the main dissident 
shareholders, is not entirely 


important to do it right titan 
to do it quickly." 

B ut what realty sticks in 
the dissidents* gullets is 
that Nuveen managers 
have been paid as if the 
group was a top performer. 
Last year, Mr Schwertfeger 
took home, in cash, $500,000 
in salary and $2m in bonus; 
Anthony Dean, chief operat- 
ing officer, enjoyed a sfmffgr 
$Zfim remuneration; - while 
John Ambolan, chief finan- 
cial officer,- made almost 
$1.25 ixl These sums are 
linked to performance - but 
only to the absolute size of 
operating profits, rather 
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COMPANIES & FINANCE: UK 


German move by Kingfis her 




Kingfisher, the high street 
retailer, is paying DMi4&5m 
($8®n) for a toehold in Ger- 
many as part of its strategy 
to become a global retailer of 
electrical equipment. ■ 

The group is buying 60 per 
cent of two German electri- 
cals chains, which both oper- 
ate under the brand-name 
Promarkt. 

The companies, which are 
similar to Kingfisher's UK 
chain. Comet, together claim 
about 1.7 per cent of the 
DM66bn a year German 
household electrical equip- 
ment market, the largest in 
Europe. 

Kingfisher also has an 
option to buy the balance of 
Wegert Verwaltungs and 
Promarkt Holding for 
between £20m and £200m. 


depending on profits, in five 
to 10 years. 

Sir Geoffrey Muicahy, 
K i n g fi sh e r's chief executive, 
said the acquisition was a 
“major step forward in our 
development of a pan-Euro- 
pean -electricals operation”. 

The group took its first 
steps abroad When it bought 
Darty, the market leader m 
France, for £560m in 1993. It 
also holds a 26 per cent stake 
in the number four player in 
France, BUT. 

Sir Geoffrey has repeat- 
edly said that he hopes to 
develop a global retail busi- 
ness by first building a 
strong market leadership 
position in Europe. 

Until recently, many ana- 
lysts criticised his plans, 
saying Kingfisher bad over- 
paid for Duty. However, in 
the most recent results, 


BP dips 22% 
as low crude 
prices take toll 


By Robert Corzbie 


British Petroleum yesterday 
reported a 22 per cent drop 
in first quarter, pre-excep- 
tional, year-on-year replace- 
ment cost profits to £582m 
(S972m) as low crude prices 
continued to take their toll 
of oil sector earnings. 

On a quarter-tom uarter 
basis the result was only 10 
per cent down, with higher 
refining margins and con- 
tinuing productivity gains 
offsetting somewhat the 
slide in crude prices, which 
averaged $14.40 for North 
Sea grades. $7 below the 
level a year ago and $4 down 
from the fourth quarter aver- 
age. 

BP executives said the 
company's p e rfo r mance was 
better than most analysts’ 
expectations, and relatively 
robust when compared with 
other leading integrated oil 
companies, which have so 
far reported an average 38 
per cent foil in year-on -year 
profits. 

“These are strong results 
in a tough climate.” said 
John Browne, BP’s chief 
executive. “Despite a drop in' 
the ail price erf over 28 per 
cent from the last quarto; 
we have held the fall In prof- 
its to 10 per cent” He said 
BP benefited from JlOOm in 
productivity gains in the 
quarter, with "a lot more 
expected later this year.” 

Mr Browne said BP was 
battling with Exxon of the 
US for the highest return on 
average capital employed, 
the main measure of the effi- 
ciency of integrated oil com- 
panies; BP’s ratio for the 
first quarter was 14 per cent, 
well down on last year but 
still at the “top end” of the 


industry scale, according to 
Mr Browne. 

Exploration and produc- 
tion. the main source erf BP’s 
pro fi t a bility In recent years, 
was hardest hit by weak oil 
prices. E&P operating profits 
were £524m, down 42 per 
cent from a year earlier, 
when ofl prices were espe- 
cially strong. Total crude 
production rose seven per 
cart to L3£m barrels a day, 
although natural gas output 
was 13 per cent down 
because of the warmer than 
usual winter. 

But the low crude "price 
helped boost refining and 
marketing results. Global 
operating profits were up 32 
per cent to £233m, with 
Europe — which enjoyed 
more than doubled operating 
profits - especially buoyant 
Rodney Chase, deputy chief 
executive, said the healthy 
refining margins appeared to 
have continued in April. 

Chemicals benefited from 
some margin improvements, ■ 
with operating profits of 
£ll4m (£104m). Mr Browne 
said “there was no sub- 
stance" to recent press 
“ repor ts sugg esting that BP 
and Union Carbide -of the US 
wanted to merge their chem- 
ical operations: "We had 
brief discussions with them ’ 
but they came to nothing.” 

Mr Browne said BP had no 
plans to cut back an new 
developments . although 
some projects in Asia may 
be slowed. Capital expendi- 
ture in the quarter Was 
ELlbn. Net debt was $7-2bn, | 
with gearing at 24 per cent , 
Although earnings per share 
fell laip from i3Jp a year 
earlier, the quarterly divided 
was unchanged at 5.75pa 
share. 


MONTHLY AVERAGES OF STOCK INDICES 


FTSE Actuarial toflees 

FlSE 100 

FTSE m 

FTSE 350 

FTSE Noa-ftwndal 

FISE Financial Group 

FTSE AD-Shan; 

FTSE Eurfltop 100 
FTSE Eurtfop 300 
FPS&P-A WaM Mat 

FTSE Indus 
FT Go* Secwtiea 
FT FaaJ Interest 
FT 30 

FTSE So« Hines 
SEAQ Bargains (5.00pm) 


FTSE 100 
FTSE 250 
r if FTSE 350 
*■' FTSE M-9wa 
FT 30 


10590 103.99 - 103.44 103.10 

142.05 140.37 13899 138JJ4 

3805.8 37016 34607 331 B 3 

125X3 10719 1074.8 10269 

0982JL2 7.044,1.1 8,821 .7 £ BJZ1 2,8.4 


fflglwt don Apr 

61 OSS 901 
5610.8 30ttl 

2923.3 601 
2847.07 60). 

3872.4 3th 


lowest dan W 

5722.4 270) 
5519J? 17th 
2774.1 2711) 
2709.B9 27ft 
3713J3 27lh 


CONTRACTS & TENDERS 


_ We need n 

Intranet Partners 

The Body Shop Inremanorul pic spins 47 countries and 
iraJrs in 24 language*- Ttirseck pannee to develop, 

implement and support Intranet. 

development erf 

applications 

and gchcnc 

Z jEj^ ^knvaitaooii services and nseraW&l 
^ fflSuppon on a worldwide basis y| 

(ngrnHcd suppliers ok to piww ** atkn jf 

fbPaU uf pan of the above. Sdttted : 

wnrttai brief -Hose icspniid before the I5tfa May ijpm 
WTtftn^h? email or Gri o* Jf ■ 

lOtwtrnjKiPiRcc . 

Hawthorn IW, lMdw*P** WjjJjJgfH 

Vfta Sum BN177LR fir ' 

United Kjaptaa - T j 

fa: 444 1903844428 ; V / 


Darty. proved a strong per- 
former along with Wool- 
vrorths, B&Q and Superdrqg. 

Analysts were yesterday 
optimistic about the group’s 
potential in Germany, * 
although -the market is 
highly price competitive. 

“It is a sensible deal,” said 
one. “There should be some 
benefits from combining the 
purchasing for Germany 
with that of Darty.” - ■ 

Kingfisher refused to dis- 
close the cost savings it 
expected. Nor would it detail 
the levels of investment 
which might be required. 
However, analysts said this 
could be significant because 
information systems m most 
German retailers were rudi- 
mentary. - . 

One supplier to the lead- 
ing German personal com- 
puter chains said simple pro- 


RESULTS 


cedures such as product 
ordering and purchasing 
were often done regionally, 
as opposed to at group 
level. 

... Phifippe .Frances, chief 
executive, of Kingfisher Elec- 
trical-Retailing, is expected 
to take overall control of the 
-two German companies. 
However, the brothers Mich- 
ael and Matthias Wegert 
who founded , the company 
bearing their name, will stay 
on to run the business on a 
day to day basis. - 
The. two German, compa- 
nies operate 53 Promarkt 
stores of an average 24.000 sq 
ft, and 108 small photo- 
graphic equipment and pro- 
cessing outlets. Their com- 
bined pre-tax profits last 
year were DMl9£m on sales 
of DMUbn. Combined net 
assets were DM5 1.4m. 





FKI bolsters 
US position 
with $72m deal 
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Sir Geoffrey Mulcahy: a major step forward 


Trevor Humphries 
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The new-look FT.com 


A few clicks and you are where you want 
to be on the new-look FT.com. The site’s 
streamlined design speeds you to near 
real-time data and all the news and analysis 
you need to keep up with the markets. 


FT.com: where information becomes intelligence 


By Andrew Edgecfiffe-Jobnson 

FKI moved to strengthen its 
position in the US door and 
window hardware market 
yesterday, with the $71. 5m 
(£42.8m) acquisition of the 
ADen-Stevens Group. 

The purchase, which 
Includes the door and win- 
dow hardware business of 
ASG's associate company. 
North American Die Cast 
Corporation, will give FKTs 
US subsidiary. Truth Hard- 
ware. “a mmtnanriing posi- 
tion” in window locking 
systems, with more than 50 
per cent of the market for 
sash window locks. 

ASG Is the largest supplier 
of sash locks to the PVC dou- 
ble hung window market in 
North America, while Truth 
is stronger in wooden case- 
ment windows. 

Bob Beeston, FKTs chief 
executive, said the group 
could make immediate 
savings; “We both sell to the 
same end-customers, but 
ASG use agents on commis- 
sion. while we use a direct 
sales force.” 

Putting ASG's products 
through Truth's sales force 


SIEBE 


Recommended offer by 


could bring cost-savings 
worth 4 per cent of ASG’s 
sales immediately, he said. 
“This gives us a complete 
range of window fittings for 
the domestic and refurbish- 
ment markets, and a better 
share of the patio door hard- 
ware business.” he added. 

FKI expects the deal to 
enhance its earnings in the 
first full year, and to reach 
the group’s 15 per cent tar- 
get return on capital In two 
to three years. I n 19 97. the 
operations which FKI is buy- 
ing made $7. 7m operating 
profit from sales of 850.3m. 

There will be an adjust- 
ment to the final sum pay- 
able if net assets differ from 
$20. 5m. Mr Beeston said the 
deal would increase gearing, 
as measured at the interim 
stage, by 16 per cent. 

At the half-year, FKI said 
gearing would drop from 114 
per cent to below 60 per cent 
as a result of its sale of the 
automotive division. 

Mr Beeston also said the 
ASG purchase would give it 
“ considerable opportunity" 
to accelerate new product 
development across the 
expanded product range. 


Morgan Stanley & Co. Limited 

on behalf of 

Siebeplc 

for 

Eurotherm pic 

Morgan Stanley & Co. t .imiiwt (“Morgan Stanley”) announce* an behalf of Siebe pic (“Sicbe") that by 
meanc of a formal offer document dated and despatched on 5 May. 1998 ([be "Offer Documemn and by 
means of this advertisement, Morgan Stanley is making a recommended offer (the “Offer'*) on behalf of 
Siebe to acquire all the existing issued and fully paid ordinary shares of lOp each in Enrcrthenn pic 
(“Eurothenn") and any farther such shares which are unconditionally ailoHed or issued prior to the date 
on whicb the OffercloMS (or such earlier date, not being earlier than the dale on which the Offer becomes 
unconditional as to acceptances or. if later, 26 May, 1998. as Siebe may. subject to the Gty Code, 
determine) ("Eurotherm shares”), Words and expressions defined in the Offer Document shall have the 
same meanings in this advertisement. 

A person who accepts the Offer (but does not elect for the Mix and Match Election described below) will 
receive 0.2322 new ordinary shares of 25p each in Sicbe f “new Siebe shares”) for each Eanxhenn share 
and 140p in cash. On the bases set ont in the Offer DocnmenL the Offer values cub Enrotherm share at 
approximately 457p and the entire issued and to be issued ordinary share capital of Eurotherm at 
approximately £436 minion. 

E uio t h etiu shareholders who validly accept the Offer may elect, subject to availability, to vary the 
proportions in which they receive new Siebe shares and cash in respect of their holdings of Eorothcnn 
shares (the “Mix and Match Election"). However, the maximum number of new Sicbe shares io be issued 
under the Offer, and the maximum amount of cosh to be paid out under the Offer, will not be varied as a 
result of die Mix and Match Ejection and Siebc s ability to satisfy Mix and Match Elections made by 
Eurotherm shareholders will accordingly depend on other Eurotherm shareholders making offsetting 
elections. To the extent that elections cannot be satisfied in fill), they will be scaled down on a pro rata 
basis. TO the extent thitelecdaos can be satisfied, Eurotherm shareholders will receive new Siebe shares 
instead of cash, and vice verca, at the rate of U78p per Siebe share. 

As a result, Eurotherm shareholders who make a Mix and Match Election will not necessarily know the 
exact Dumber of Siebe shares or the amount of casta which they win receive until settlement of the 
consideration under the Offer, although an announcement wilt be made when the Offer becomes or is 
declared wholly unconditional, of the approximate extent to which the Mix and Match Election wiD be 
satisfied. 

The Mix and Match Election wifi remain open until 3.00 pjn. on the first closing date 26 May. 1998. If the 
Offer is not then unconditional as to acceptances, Siebe may extend the Mix and Match Ejection i o a later 
date. If the Mix and Match Election has been closed. Siebe reserves the right to re-introduce a mix and 
match election, subject to the roles of the City Code. 

Eorothenn shareholders (other than cumin overseas shareholders) who validly accept the Offer wiD be 
entitled to elect to receive Loan Notes instead of all or pan or the cash consideration to which they would 
otherwise be entitled, on the basis of £1 nominal of Loan Notes for each £1 of cash (the "Loan Note 
Alternative'’). 

The Loan Notes will be issued by Siebe credited as fully paid in amounts and imegral multiples of £1 
nominal value- Any fractional entuleincxils wiD he disregarded and rtot paid. 

No Loan Notes will be issued unless valid elections for the Loan Note Alternative will result in the issue 
of at least £5 million nominal value of Loan Notes, or such smaller amount as Siebe may deride. If the 
Loan Notes are not issued in these circumstances, Eurotherm shareholders who elect for the Loan Note 
Alternative will receive cash and new Siebe shares in accordance with the terms of the Offer and (he Mix 
and Match Election. The Loan Note Alternative will not be available to US persons or persons resident in 
Canada, Australia car Japan. It is not intended to make application lo any stock exchange for the Loan 
Notes lobe listed. 

The rate of interest per annum payable on the Loan Notes will be the rate cal misled by Siebe lo be one 
baft of one per cent, bdow LIBOR. 

The new Siebe shares issued pursuant to the Offer will be issued credited as fully paid and will rank pari 
passu in all respects with the existing Siebe shares including the right to receive and retain in full all 
dividends and other distributions declared, made or paid after 27 April 1998. including the final dividend 
in respect of the financial year ended 4 April 1998 which is expected to be paid in October, 1998. 
Application wOJ be made to the London Slock Exchange for the new Siebe shares Issued pursuant to the 
Offer to be admitted to the Official List. 

The full terms and conditions of the Offer, the Mix and Match Election and the Loan Note Alternative 
referred lo above (including details or bow the Offer may be accepted) are set out in (he Offer Document 
and the Form of Acceptance. Eurotherm shareholders who accept the Offer may rely only on the Offer 
Document and the Form of Acceptance for all the terms and conditions of the Offer (including the Mix 
and Match Election and the Loan Note Alternative). The Offer is conditional, inter alia, on the receipt of 
satisfactory clearance from the relevant competition authorities. 

The Offer is, by means of this advertisement, extended to all persons lo whom the Offer Document may 
not be despatched wbo bold, or who are entitled to have allotted or issued to them, Eurotherm shares. 
Such persons ore inf armed that copies of the Offer Document and Fonm of Acceptance are available for 
collection from Uoyds Bank Registrars, The Causeway. Worthing. West Sussex. BN99 6DA. 

The Offer, die Mix and Match Election and the Loan Note Alternative will initially be open Tor 
acceptance until 3.00 pm on 26 May. 1998. 

The Offer (including the Loan Note Alternative) is not being made, directly or indirectly, in or into, or by 
use of the mails, or by any means or instrumentality (including, without firaiiation. facsimile 
transmission, telex and telephone) of interstate or foreign commerce of. or of any facility of a national 
securities exchange of, the United Stales. Canada. Australia or Japan. Fersons wishing to accept the Offer 
should not use such mails or any such means, instrumentality or facility for any purpose directly or 
indirectly reliucd to the Offer since doing so may render invalid any purported acceptance of the Offer. 
This advertisement is not being published or otherwise distributed or sent in. into or from the United 
States, Canada. Australia or Japan and persoas reading this advertisement (including custodians, trustees 
and nominees) most not distribute or send this advertisement, the Offer Document. Form of Acceptance 
or any related documents in, into or from the United States, Canada. Australia or Japan, or use the United 
States. Canadian. Australian or Japanese mails or any such means or hutnunenlalily fur any purpose 
directly or indirectly mcomiecrion with the Offer and so doing will render invalid any related purported 
acceptance of the Offer. 

Neither the new Siebe shares lo be issued pursuant to the Offer nor the Loan Notes have been, nor will 
they be, regiscercd under die United Stales Securities Act of 1 933 as amended (the “Securities Act") nor 
under any relevam securities laws of Canada, Australia or Japan or any state of lh<r United States and may 
not (except, in the case of the United Slates, pursuant to an exemption from the Securities Act) be offered, 
sold or delivered, directly or Indirectly, in or into the United Slates. Canada. Australia and Japun. 

In this advertisement “United States" means the United States of America (including the suues thereof 
and the District of Colombia), its territories, its possessions and oiher areas subject to its juristfletk*. 
Morgan Stanley, which is regulated by The Securities and Fniura Authority L imited, is acting for Siebe 
and fbrooone else in cQmectiaiwfil) die Offer and^ wiD not be responsible » anyone other Hun Siebe for 
providing the protections afforded to the respective customers or Morgan Stanley or for providing advice 
ia rdation to the Offer. 

The Directors of Siebe accept responsibility for the information contained in this advertisement To the 
bea of thrir knowledge and belief (having token nil reasonable care lo ensure that such U the case), the 
Information "ytminwl in ifrfo advertisement is in accordance with the facts and does not omit anything 
fikejy to affect the import of such information. 

6 May. 1998 






COMPAGME GENERAL£ D£S EADX 
FRF 1000 000 BM 8% 1*4/1999 
ISIN COD&XSW5M3152S 
COMPAGNIE GENERALE DES EAUX 
FRF 3 WO 000000 W*% I9M/2004 
IS IN COOE.XS0049107450 
NOMINAL EN CIRCULATION FRF 2 894 890 QW 

COMPAGNIE GENERALE DES EAUX 
FRF 1090 000 M0 Th% 1995/2005 
[SIN CODE:X$805S22«027 

Avis tie deux&mes convocations 

Les assembles lies propnctajres d' obligations do* crapnmts d-dcssous designtisi £mis pw la Compass*; Gdndrale 
ties Baux. SA au capital de I j 459 350 30Q FRF, 780 129 961 R.C.S. Paris. amvoquste poor fe mam 5 nui 1998, 
n'ayant pu d6bb6cr fame de quorum, ks ptoprittaires dcs obligations sou canYoqo& a nouveau en osembkx 
gtfnerate au siige social le mardi 12 mat 1998 i : 

- 16 femes poor I'cnipniiudc FRF I 000 000 000 8% ricbtooce 1999 XS0053631528 

- 16 bcures JO poor I'cmptum de FRF 3 000 000 000 6'U* fchcamxMCH XS0049I07450 

- 17 beucs pour I'cmpTOHI de FRF 1000 000 000 VMb «*&m«2005 XS005 8226027 

1 1'cfTet de ddlibtirer snr runts do jour wivnot : 

- rapport du Conseil d' Administration sur 1'appott partnel d'actifc - tounris an rtgirne dcs scissions - de la bronebe 
d'aciivire de gesrian de valeurs mobilities et immobilitres dans les domaines de la ptnsc. I'tdition et de la 
communication, consent! par la Compagnic Gdniralc des Eaux an bdndfice de la socidtd Havas Mddia 
Conoinnucaiion IHMO de venue sa filiate, apres absorption de la soctett Havas. 

- approbation de cette operation if appod. 

- poovoirs pour Its formal ite ct depbt des documents retails a F assemble. 

PourcttE idmB on pom* sc fturr irprdseoier uzx assembles, les propriduores <f obligations nontmanves itevronr doe 
invents cti compte snr les regimes de la soddd poq jours an moms avam la daee fixte pour les assemblies: ks 
proprietaries d' obligations au poflcnr dev root deposer, dans ks merries ddais. les ceni finals dcs mten»5diaires 
habililes constaiani l indisponibilite des obligations jusqu'8 la date dcs assemblies auprts dcs banqnes et 
dtoMissemeius de credit ay am pankipd d remission de ccs obligations 

Des canes permetum d'assiger atu assemblies ou des pouvnis cn vue de t’y faire repnSsemer seront ddivrts oux 
proprittaires d - obligations nominatives qui en feront la Ocnuode. 

Le texfc des rcsoJutioos proposers et k rapport qui sera pr&cme b TatocnMdt win a la disposition des oWigaraires 
au sitge social. 

Le Conseil d' Administration. 

L’ AGENT PAYEURPWNam. 

SOCtETE GENERALE BANK & TRUST &A. 

11-13, av root Erode Reuter 
LUXEMBOURG 
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ROMA DUEULA SPA 

M THE NAME OF AND ON BEHALF OF FERROV1E DELLO STATO 
SOOETA’ Di TRASPORT1 E SERVE] PER A290M 
EXTRACT OF CALL FOR BIDS 


CRUPPO FS 


Roma Duemia S.pA . in tho name of and on behalf of FS. S.pA. hereby announces a public compe t ition tor the 
search and selection of Individual persona and/or Associations between persons, interested In the acquisition of 
ownership of the area situated m ROME - STAZIONE S. PIETRO, for a total of approx. 7.825 sq_m. 400 sqm. of 
which public right of way. as identified In the NCT map 430 parcel numbers 121 part, 387, 11B. 135 and 385. On the 
said area the service equipment must be realised, as foreseen in the ‘Ptan of Order* according to the ■progmnvne 
Agreement* of 1.08.97 and as resulting from the "Sendees Conference* as per art 4 ol Baton Law 396/90. 

The total reatoabto volume of the area, object of toe present caB for bids, is equal to 50.676 c crvmpmSng to 
a gross surface area of 14 .200 sq.m reataaMe far new intervention s , divided as Mows : 

• 5.500 sq.m, tor reception actnnhas; 

• 3.285sq.m tor cultural activities; 

• Z000 sq.m for general sendees; 

> 2.500 sq.m, for commercial and para-commerc l al activities, 

a 915 sq.m. for artisan activities to be relocated 

Furthermore, the realisation of a 056 sq.m, of pertinent underground parking spaces and a maximum of IS .000 
sq.m underground parking, substitute for roadside parking, Is foreseen 

The actual execution cd me operations is subject to advanced approval of fire Anal project. In the process of being 
flnaased. by the competent Bodies and. In particular, by the above mentioned “Services Conference" ex art 4 of 
Law 396(90. 

To be admitted to ties qualtflcatton phase, the Interested parties, either singly or in associ a tion, must prove to have, 
directly or indreefly. adequate economicffinanclat entrepreneurial practical and management capabtttias and must i 
have expeneree predominantly In the reateatai and management of reception and com m ercial activities m wet as 
experience in Che resisation and management of recreative, cultural and parking structures such to guaartee the 
effective accompfis h ment of the operations lor the 2000 Jubtoe Interested parties should present their appication. 
In ttafcan and with all the documeniatlon requested In the complete cal tor bids, no latie- than 15.03 98 at the 
following address : ROMA DUBULA SPA - VIA DET DUE MACELLf N4 - 00187 ROMA - ITALY. The complete 
cal for bids con be viewed at the above mentioned office. 

ROMA DUEMRA SPA 
tog GtovamVno CAPRIO 
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Cendant starts talks 


COMMENT 


on car parks venture 


By Jonathan Ford 

National Parking 
Corporation, the car park 
operator acquired by Cen- 
dant of the US for £soim 
($1.33bn) last month, has 
started discussions with UK 
property companies about 
selling up a joint venture to 
develop Its 500 car park sites 
In the UK. 

The property companies - 
thought to include MEPC. 
Hammersoo. Land Securities 
and Chelsfield - have been 
asked for proposals that 
would involve a comprehen- 
sive development of PfPC’s 
portfolio over tbe next 20 
years. 

NPC, which was built up 
after the war by its founders. 
Sir Donald Gosling and Ron- 
ald Hobson, is unusual In 
owning more than 70 per 
cent of its sites either free- 
hold or on long leases. The 


portfolio was valued at 
£391^m at March 1997 - a 
£25. 7m increase on the year 
before. 

Most of the sites are in 

city centres around the UK. 
and NPC believes the trend 

away from out-of-town devel- 
opments makes them 
increasingly desirable to 
businesses seeking to build 
retail or office space. 

The joint venture would be 
structured so that NPC 
would provide the sites 
while its partner would con- 
tribute sufficient cash to 
maintain and develop the 
properties. 

The joint venture could 
yield substantial profits for 
Cendant, which said at the 
time of the NPC acquisition 
that it wished to dispose of 
tbe company’s property 
interests. 

Tins would help offset the 
high price it paid for NPC. 


which equated to 17 times 
the group's 1997 pre-tax prof- 
its. Since tbe NPC acquisi- 
tion, Cendant 's share price 
has fallen heavily, following 
the discovery' of accounting 
irregularities at a US subsid- 
iary. 

Cendant is also consider* 
ing the future of Green Flag, 
NPC's breakdown recovery 
business, following its agree- 
ment last week to buy tbe 
RAC motoring services busi- 
ness for £450m. 

Green Flag’s 3.5 m mem- 
bers could be transferred to 
the RAC. with the company 
moving into another area of 
business such ns providing a 
home emergency service. 
However, Green Flag’s 1,000 
employees, mainly employed 
at its Leeds call centre, are 
unlikely to be affected by tbe 
change, as Cendant is seek- 
ing to expand its UK call 
handling capacity. 


New US bidder for Vero 


By David Blackmfl 

A second US group 
yesterday entered the bid- 
ding for buy Vero. the UK- 
based supplier to the elec- 
tronics and telecommunica- 
tions industries that has 
been left vulnerable by the 
Strength of sterling. 

Pentair, a Minnesota-based 
diversified industrial group, 
is offering I70p cash per 
share, valuing its target at 
£102 .2m 

This compares with the 
157p a share offered just 
under a fortnight ago by 


AFW of Milwaukee. 

The shares - U9p ahead of 
APVTs offer on April 23 - 
closed up 7Vkp at 180p. 

Vero. which in March said 
the strong pound had 
knocked profits back 27 per 
cent last year, was recom- 
mending APW'8 offer. But 
Pentair indicated last month 
that it was considering 
laun ching a rival bid for the 
UK group, which makes and 
distributes racks and enclo- 
sures used to house cables 
and electronic equipment 

Pentair, which has more 
than twice the sales of AFW. 


said its offer was friendly. 
“We have a strong prefer- 
ence for a recommendation 
from tbe board - but not so 
strong that we would not 
proceed without it.” said 
Richard le gman chief finan- 
cial officer. 

Brian Gay. Vero's manag- 
ing director, with a 3.5 per 
cent stake, said the board 
would consider tbe higher 
offer. APW said it was 
looking at all its options. 

Pentair, listed on the New 
York Stock Exchange, made 
profits of $9L6m (£55m) on 
sales of Sillbn last year. 


Christies Inti 


Going, going, but not quite intemaflooal 

gone- The sale of Joseph Lew- feWw ^ 

is’s 29 per cent stake in the 

venerable, auction auction |]0 

house to one of France s 

most aggressive business- too 

men. Francois Pinault. 

should send a frisson down * — .UL 

the spine of Christies’ top f l L 

management. This is the no — VfltfW 

man, after all, who dared to lmj ^4 . 

launch a hostile bid for the to — — — - — | — V — p- 

French conglomerate. Worms 

Compagttie. That is not the 60 — ■*— 

style of a passive investor. 

Admittedly, he has his share ' ' ' LJ 

of trophy assets, and even 
bids at Christie’s for the odd s*» 

baubla . . . . ... 

But his interest in financial services, via bis holding 
company Artemis, could lead to a shake-up at Christies. 
Auctioneers are increasingly taking art on to their own 
books. These are no longer straightforward commission- 
based b usiness es but ones that are starting to look more like 
finance houses. A stake in an art-house with financial pre- 
tensions may just about console Mr Pinault for the loss of 
Worms. 


Computacenter 

One of tbe most street-wise of IT companies is coming to 
market. Computacenter sells hardware kit to large corpo- 
rates and then helps them use it The record in both earn- 
ings and turnover is good, while tight control over working 
capita) is generating strong cash flow. As a solid play on the 
high-tech sector. Computacenter looks a good bet. Demand 
for IT hardware and services should keep sales growing at a 
fair clip. Forecasts of a compound annual rate of 20 to 25 per 
cent over the medium term look achievable. 

But Computacenter investors need to know what they are 
buying; This is no Logica, Serna or Cap Gemini, whose 
high-powered consultants dream up the next killer applica- 
tion for their clients. Computacenter's services are Installa- 
tion, integration and maintenance. These are less risky to 
develop, but not as insensitive to price pressure as key bits 
of software. Also, tougher competition lies ahead from man- 
ufacturers which may either bypass Computacenter to sell 
direct to companies or muscle in on providing straightfor- 
ward services. Sitting on a third of the market, Computacen- 
ter is at least less vulnerable than others. At the mid-range 
price of 6l0p, the shares will trade on 29 times 1998 forecast 
earnings, which looks fair. Scarcity may well push the price 
up. but a p/e much above 30 would look demanding. 


Computacenter set for charitable flotation 


By Paid Taylor 

Philip Hulme and Peter 
Ogden who founded Compu- 
tacenter 17 years ago. plan 
to give almost £50m ($84m) 
to charity when tbe informa- 
tion technology distribution 
and computer services group 
floats later this month. 

Mr Hulme, Computacen- 
ter’s chairman, said yester- 


day that he planned to put 
the £30.5m proceeds of bis 5 
per cent share sale into a 
charitable trust and Mr 
Ogden is expected to place 
two thirds of his £28. im pro- 
ceeds into the same non-ben- 
eficial trust Beneficiaries of 
the trust would be 
announced later. 

Tbe two entrepreneurs 
who first met while students 


at Harvard Business School 
in tbe early 1970s. will still 
hold shares worth about 
£256m in the group which 
will have a market capitalis- 
ation of about £L04bu. 

Mike Norris, chief execu- 
tive, and Tony Conophy, 
finance director, will be 
among the 30 Computacen- 
ter staff who will become 
millionaires as a result of 


tbe flotation. Together with 
a further 750 employees, 
they own about 18 per cent 
of the capital through share 
options. 

According to the path- 
finder issued yesterday, 
shares in the group will be 
priced at between 550p and 
670p. 

The company is coming to 
market through an offering 


of 44.3m shares to institu- 
tional shareholders. 

Group turnover last year 
was £l.l3bn after doubling 
over the past two years. Pre- 
tax profits totalled £47. lm. 
last year. $ 

The offer price will be 
announced on May 21 and 
dealings on the London 
Stock Exchange are expected 
to begin on May 29. 




ARRANGER OF DEBT IN EMERGING MARKETS 



Omertwon Dan 
Mo/dngs Limited 

USS 182.500,000 
C&arantw Facility 


K &rflttird 5 ?r r 
Lcfiacnlittif. 


November 1997 
SOLE ARRANGER 


UAKEDONUA TABAK 
I \n«i uinwr \i- 

OEM 20.000.000 

Prv-Fxpcrt Finance 
of Tobacco 


March 1998 

SOLE ARRANGER 


SeverStal 


use 3o.ooo.ooo 

Russian Steel 
Pne-Expor f 
Finance Fac&ry 


SYNDICATIONS 

Peter Kennedy 
(44 171} 515 4231 


USS 80,000.000 

Transferable Term 
Loan Facility 


CarV. 

HV i-jnjdo L.'.-r.inl 


December 1997 
SOLE ARRANGER 


SOLO INDUSTRIES LTD. 


USS 30.000,000 I 
Prepayment FacOiy of] 
Tin Exports from (nctol 


March 1998 
JOINT ARRANGER 


Zimbabwe Tobacco i 


USS 90,000.000 

Pit s Post Shipment I 
FacHty I 

arranges mm 
StanGicSanX £kntu Cn*» j 


FORFAITING 

Scon Branch 
(44171)815 3157 


September 1997 

SOLE ARRANGER 



USS 31.000.000 
Gold denomi na ted 
Protect Loan for die 
San Gregorio Gold 
Mine n Uruguay 


December 1997 

CO- ARRANGER 


Sappi Limited 

South Africa 

NLG 700.000,000 
Guarantee FacOty 



STRUCTURED TRADE & 
COMMODITY FINANCE 
Tim Whatley 
(44171)8154155 


August 1997 

SOLE ARRANGER 

AP 

l mans jam aolUil 

USS 75,000,000 
Umrtad Ftecoiese 
Cotton Pre-Expart 
Finance FacOy for 
Uzbekistan 


November 1997 
SOLE ARRANGER 


B0S9YSX1T XBEDtT BANK 


USS 31.000.000 
Short Term 
syncScated Hade 
Finance Facsty 


April 1998 

SOLE ARRANGER 

5QL 

Satellite Goldfields 
Limited 

uss Z7.soo.ooa 

QoB O y norifwtBrf Lo»i 
i® dnafcp Wasea Got) 
Ptctms. onam. Sttoneontd 
By Gtondr MMig 0<e 


MINING FINANCE 

Kelvin Russell 

(44171)8154160 


Standard Bank 
London Limited 


A member of the Standart Bank Group of South Africa 


Registered Office: Cannon Etooge Houso, 25 Powgat* HH, London EC4R 2SB. Regulated by the Securities and Future* Authority. 


HK$ 1,000,000,000 
Kookmin Bank 
Floating Rale Notes 
due J999 

In accordance with the 
provisions of the Naurs, notice 
is hereby given that (he Rale of 
Interest for the three month 
period ending 29th July 1998 
hu-i been fined m 6.825^ per 
annum. The interest accruing 
for such three month period 
will be HKS 17.015.80 per 
HK5 1.000000. 

The First National 
Bank of Chicago 

6ih May 1998 
Agent Bank. 
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PUBLIC SPEAKING 

TcMng and speech wrttlrg by 
mod winning spate: 

FfcS lessen fcro. 

TeL (01727 061 133) 



BUSINESS 

WANTED? 


You want to 
advertise in the 
Financial Times. 


For further 
information 
please contact 

Melanie Miles 


•*4401718733349 

Marlon 

Wedderbum 

+4401718734874 


CktOMg dour: Jah 16, 199S 

Frumtm P rira tfa U k m Agency anaeuncet a lewder '•ilh ynMmnary negotiations fur lelting 

THE STATE-OWNED SHARES OF A LIMITED COMPANY AS LAANEMAA ELEKTRIVORK. 
(power grid system in West Estonia) 

(430,000 shares with a nominal value of 100 Estonian kroons each) 

H DEM = 8 EEKJ 

Location: TMstusc 2, HaapssK Estonia. 

Primary areas of activity : purchasing, distributing md selling of electric energy. 

Tbe balance AM vatae of the asset (as of December 3L I99Tn 139.9 million kroons, including fixed assets 131,1 
million kroons. Net turnover of the year 1997:47,8 millioakroom.net profit I j million kroons. 

Average number of employees in 1997 was 89. 

TENDER CONDITIONS 

I. General Co n d W oas 

Estonian Privatization Agency (EPAI is authorized to sell the stale-owned shares of A5 Ufinemaa EkktrivOrk in one- 
phase sender with preliminary negotiations. 

Persons eaeiesed in participaifog in the lender may obtain a brief overview of die AS Litoonaa EletorivArL. On written 
authorization from EPA, they cm visit the AS LOnenm Elektnvori. premises where the management of die compmy is 
obliged to provide additional aifonnakm. EPA is m* responsible fw the accuracy and completeness of the informal! c*l 
T he bid iihk be presented in writing either in Estonian or English. Privatization will be carried out in axmdance with 
the legal acts of the Republic or Estonia. 

2- Baric Tender Rtq sfcwt ntwll 

TV bid must be submitted to cover afl 430000 shares of AS LMnenma EJefctritxJf* owned by the state. 

In addition the bid must include: 

+ technical aid financial plan (applied wdmetogy. investments mdixfing the amount of investment in share capital 
and tbe sources of financing U 
+ business plan: 

4 the minimum anKwnt of the investment will be 23 million kronas. 

Basbi ai tbe submitted bids. EPA will axa into preliminary negotiations with the bidders, in the course of which EBV 
wilJ inform the bxfcfera nbmit the requirements which will be a pan of tbe final bid. ERA will determine aod inform the 
bidden of tbe final deadline for submitting die bids. Ii is posrible to amend the final bid in die course of negotiations. 

X Final Provision 

The Board of EPA reserves the rigbi to accept a bid other than the one whh the highest purchase price. 

VimoSamet 
General Director of EPA 

{"Cnmphag advertisement mi Internet address httpi/yenum——- j 

For the required documentation and additional information conant EPA. b Rivals StL. Tallinn EEuOOl Estonia. 
Office bows of ERA are Monday through Friday from M» aun. until 4d» p.m. local time, idepho ne 37-26-305 620. 


AjRTAL GROUP S-A- 

Sodete Aooovme 

ReguKted office: IQS.Gnusf rue-L-lMI Luxembourg 

R.G Luxembourg 8 44.47V 


ANNUAL GENERAL MEETING OF SHAREHOLDERS 
The Anna! General Meeting of Shareholders of Aral Group SjV wffl be held 
ai the Banque de Luxembourg. 14, Boulevard Royal. L-2449 Luxembourg, on 
Saturday. May l ft. IWS m 1 5.-00 hre for the purpose oriSsausing and vocmg 
upon the following loaders: 

AGENDA 

1. Reporiof (he board of directors 

2. Report of the statutory auditor 

3. Approval of die annual accounts ax m December 31. 1997 

4. Allocation of results as ai December 31. 1997 

5. Discharge to iftc directors and to the uanaory auditor 

6. S nonary irckHocitoro 

7. Miscellaneous. 

Hoktett of bearer share certificates ire requested lo deposil then- shares no laier 
ramgakredlonL* * 8 “ Kple de L^enibourg S. A., Luxembourg or at any other 


l/nwfl Bank of S w i tzer la nd 
finance N.V. 
us.S250jno.ooo 
Guaranteed Floating Rale 
Notes due 2002 

to accordance with tie p ro ri ti om of tie 

Notes, notk* is hereby given tint toe Rate 
of bnercs far tie six moo* period enfflf 
fith November. 1998 las been fixed U 


will be U 

„ Bearer Note, and 
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$ 125,000,000 

Exchangeable Notes 
Info 

Dow Jones 
Industrial Average 

Sole bookrunner 


ALPHARMA 

$ 125,000,000 

Convertible Notes 


Sole bookrunner 
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Swiss Bank 
Corporation 


$ 275,000,000 

Exchangeable Notes 
info 

Amoco, Chevron, Exxon, 
Mobil, Texaco 

Sole bookrunner 


Allianz 


DM 2,000,000,000 

Exchangeable Bonds 
into 

Deutsche Bank 

Joint bookrunner 


NEC 

Yen 12,000,000,000 

Convertible Notes 
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$ 2 , 455 , 000,000 

Exchangeable Notes 

into 

Telecom Corporation of 
New Zealand 

Sole bookrunner 

The world's largest 
International equity-linked issue 




SFr 1,000,000,000 

Bonds with RODEO 
warrants 


Sole bookrunner 




^Saloise 


*W44 



|p| SFr 200,000,000 

Exchangeable Bonds 

Si Sole bookrunner 





M 




The market leader 


in the U.S. 


— vkf ’ • ■*"*' -■•■- 

•- -*%• ■'"}■■/< , ;c . 

: • • ; *?&& i- ' *. r'" : 



T'..‘ “* 


and internationally 


All U.S. equity-related issues 

1/1/98 to date 




Managing 
bank or group 

Total 

US$(m) 

Share 

(%) 



SBC Warburg Dillon Rccd 

2,705.00 

19.30 

i 

2 

Merrill Lynch 

2,473.98 

17.65 


3 

Morgan Stanley DW 

2,15257 

1556 


4 

CSFB 

1,480.00 

1056 


5 

Salomon SB. 

1,100.00 

785 


6 

Goldman Sachs 

1,091 37 

779 


7 

Lehman Bros 

904.61 

6.45 





All international convertibles 1/1/98 to date 
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Bankers Trust 
DU 

PaineWebber 


750.00 

425.00 

288.00 


-:is 


! 

% — 

Managing 
bank or group 

Total 

US$(m) 

Share 

(%) 

1 

SBC Warburg Dillon Read 

5,445.73 

37.42 1 

\ 2 

Morgan Stanley DW 

2,651.21 

1872 

\ 3 

Merrill Lynch 

1,388.97 

954 

i * 

Goldman Sachs 

861.06 

5.92 

1 5 

CSFB 

718.34 

4.94 

6 

HSBC Investment 

71770 

4.93 

\ 7 

Dresdner-KB 

54274 

373 

l 8 

Paribas 

405.39 

279 

\ 9 

Salomon SB 

37275 

256 

i io 

UBS 

32710 

2.25 
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Source: International financing Review April 18, 1998 



Since January 1, 1998, SBC Warburg Dillon Read has lead managed 
24 equity-linked issues worldwide, raising more than $8 billion. 
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MANAGEMENT & TECHNOLOGY 


MANAGEMENT MANUFACTURING IN-HOUSE 


Do-it-yourself 
secrets with a 
bearing on sales 


Peter Marsh looks at a family-owned 
German engineering group that has gone 
against the trend towards outsourcing 


in Outsourcing is in 
RAJ vogue in many areas 
fILl of manufacturing, 
hut companies that have 
expanded employment by 
“insourcing" are rare. 

One or the few that has Is 
INA. a German engineering 
company that represents one 
of the best kept secrets of 
European industry. 

Formed in 1946 as a maker 
of buckles, ladders and hand 
carts, the company has 
become one of the world's 
biggest makers of Industrial 
rolling bearings. 

Since 1990. it has increased 
employment in its 14 Ger- 
man factories by 2.000 to 
12.000, partly by a policy of 
taking on work it believes is 
too exacting and specialised 
to be done by subcontrac- 
tors. Similar policies have 
been followed by its IS other 
factories worldwide, which 

employ 8.000. 

INA. which had sales last 
year of DM4bn t$2.1bn), 
three-quarters from bearings 
and the rest from bearing- 
related car engine parts, has 
only two shareholders. They 
are the widow and son of 
Georg Schaeffler, one of 
two brothers wbo started 
the company and who 
died in 1996 while still in 
day-to-day charge. 

Both Georg Schaeffler and 


his brother Wilhelm, who 
died in 1981, bad a reputa- 
tion for secrecy. They pio- 
neered a system for linking 
technological development 
inside the company with the 
needs of customers. Lorenz 
Raitb. wbo took over as 
chief executive on Georg's 
death, believes it is at 
least the equal of those 
practised by many better- 
known businesses. 

Hermann Simon, a Ger- 
man management consul- 
tant, says INA is a good 
example of companies 
"whose secrets lie not so 
much in their products as in 


what happens inside their 
plants”. 

The company makes 50.000 
products - mainly rotating 
bearing systems that facili- 
tate movement in a range of 
machinery from paper- 
making equipment to the 
space shuttle. 

It has also exploited its 
production and marketing 


know-how by moving into 
specialised engine parts for 
cars, such as clutch and 
valve systems. 

About half INA’s sales are 
to the automotive industry, 
where big customers include 
Toyota, Volkswagen and 
Mercedes-Benz. Some 30 per 
cent go to general engineer- 
ing industries, with the rest 
to sectors such as medical, 
defence and cleaning equip- 
ment 

Mr Raitb. who has been at 
INA far 20 years, says tech- 
nology and production 
knowledge is one facet of the 
company’s success. Another 
is flexibility - a trait not 
always associated with Ger- 
man industry. 

"We have been increasing 
the depth of our manufactur- 


ing, as opposed to relying on 
outside subcontractors to do 
the work. This has happened 
as we move to more complex 
parts, such as tappet replace- 
ments for engine valve 
systems which might give 
better fuel economy, fewer 
environmental problems, or 
better safety.” he says. 

"The skills component of 


INA is a good example of companies 
‘whose secrets lie not so much 
In their products as in what 
happens inside their plants’ 



what we do is increas- 
ing. ..as we move into new 
areas, which require, for 
instance, advanced know- 
ledge of coatings technolo- 
gies and software. This is 
why it makes sense to con- 
tinue building our manufac- 
turing capabilities, even in 
high-cost places like 
Germany." 

Computing skills are vital. 
"We have to be aware that 
we are competing all the 
time not just against other 
mechanical products but 
electronic products [for 
instance, for engine controls] 
that perform similar 
functions.” says Mr 
Raith. 

INA splits its worldwide 
workforce into about 100 
product groups covering spe- 
cific competences geared to 
customers - for example, 
special bearing systems for 
the car industry or products 
for printing or woodworking 
machines. Each group com- 


prises technical, sales and 
marketing people. 

Mr Raith says: "You have 
to ask yourself all the time 
what is the best organisa- 
tion. You may need every so 
often to scrap one group and 
start another one. Our cho- 
sen method with new people 
is to recruit new engineers 
just after school and train 
them in our way of doing 
things.” 

Of the 20,000 employees, 
more than 70 per cent are 
skilled. INA has 250 full-time 
trainers, mainly working at 
its technical centre - what 
the company calls its INA 
University at its headquar- 
ters in Herzogena uracil near 
Nuremburg. Every year it 
takes on 250 apprentices, 
exclusively for the German 
workforce. 

Underlining how INA 
organises itself on a 
“do-it-yourself basis when- 
ever it appears to make 
sense, the company has 500 


people working on special 
manufacturing systems and 
tooling for internal use. “We 
find it cheaper to do these 
jobs ourselves and also make 
sure that the machines have 
the flexibility that we need," 
says Mr Raith. 

INA does not publish 
profits but says its returns 
are high enough to pay for 
capital investments that on 
average account for 10 per 
cent of its turnover - com- 
pared with the average fig- 
ure for Europe’s engineering 
Industry of about 5 per 
cent 

Mr Raith says INA’s two 
shareholders are determined 
that the company stays 
private. “The two [Schaef- 
fler] brothers were unique 
and hi g hl y motivated char- 
acters. They set the pattern 
for the company today. If we 
were merged into another 
big company, it would 
destroy much of our success 
factor.” 


JOHN W. HUNT 

ADVISES 

The perils of foreign postings for two 

DuaJ-career families have complicated the 
business of filling once-prized postings. 

Below, how some companies are coping 



Dear Professor Hunt, 

/ have just asked my 
marketing manager to 
transfer to Moscow for turn 
gears. She has refused and if 
I insist she will resign. Her 
partner is a lawyer with a 
City firm and although they 
have an office in Moscow he 
will not move. Any ideas? 

Prof Hunt replies: 

One uf the great challenges 
for business executives this 
century has boon the 
opportunity to work abroad. 
Thousands of young, single 
people have jumped »t the 
chance of experiencing a 
sanitised version or the 
thrills of 19th century 
exploration. 

Life Itecauie more 
complicated if these expats 
married or established 
permanent relationships. 
However, as the vast 
majority were men, the 
assumption was made that 
the wife or partner would be 
delighted Co share in the 
experience - and this 
experience would be reward 
enough for the "little 
woman”. 

In return, she would be 
expected to manage his 
domestic life, enter into the 
social life of the community 
and contribute to activities 
that showed her husband's 
employers in the very best 
light. She was not paid for 
this. The fact that she had to 
restore the social 
equilibrium within the 
family and give up friends 
and interests of her own and 


support her husband in all 
his commercial activities 
was rarely recognised. At 
best, a paltry allowance was 
paid for clothing or domestic 
help. She became an 
unpaid employee of the 
corporation. 

There were benefits: a 
lifestyle that could not be 
afforded at home; a chance 
to play the colonial 
governor's lady, servants, 
nannies, drivers; trips home 
twice a year; school fees; and 
holidays In exotic places. It 
was seductive and difficult 
to reject. 

For every successful 
relocation there were as 
many failures, and research 
showed the wife was the 
main cause. This was not 
surprising. The husband 
would arrive in a foreign 
city and be absorbed by the 
company. He had an 
identity, an office, support 
staff, authority and status. 
She had none of these and 
often did not speak the 
language. 

It was her responsibility to 
look after the children, to 
deal witb their problems of 
adjustment, to get them 
settled into schools and to 
ensure that the transfer 
abroad went as smoothly as 
possible. 

The second world war 
changed expectations; people 
realised the armed services 
had better ways of handling 
expatriate appointments. 
Companies, particularly the 
oil companies and many of 
the new US multinationals. 


introduced tr aining for both 
expat executives and their 
partners. 

For the first time the 
research evidence that the 
success of the appointment 
was heavily dependent 
on the adjustment of 
the partner was taken 
seriously. 

But by the 1980s the 
number of professionally 
trained women 
accompanying their 
husbands on expatriate 
postings was increasing. 
Dual-career families were no 
longer the exception and 
women started to rebel. 

They were not interested in 
playing explorer - many had 
explored the world already 


as students and as 
backpackers. 

Globalisation, dual careers 
and the rate of change have 
undoubtedly had an Impact 
on the expat question. But of 
all these influences, the 
dual-career issue has caused 
the greatest problem for 
corporations. More and more 
companies are trying to 
avoid sending men or 
women from dual-career 
households abroad. 

There have been other 
factors at work. too. 
Regulations in some 
countries about the 
nationality of chief 
executives and heads of 
functions have resulted in 
more local appointments. 


Expats themselves are less 
willing to change location. 
Some employees, seeing 
profound change in the 
home organisation, have 
decided to dig In at the 
centre rather than risk going 
abroad. While expats used to 
be sure of a job back home, 
this is no longer a certainty. 
And recently some of the 
perks of expat jobs - 
boarding school fees and 
other elements of a 
cushioned lifestyle - have 
been withdrawn by some 
companies. 

So what should you do? 

One problem is that there 
has been little good research 
in this area. Michael Harvey, 
a US academic, attempts to 
HD the gap in the current 
edition of The International 
Journal Tor Human Resource 
Management. He reports the 
findings of a survey of 258 
dual-career couples and their 
experiences of working 
abroad. He looked at before 
and after they went, 
assessed their willingness to 
relocate, adjustments made, 
causes of stress and the type 
of support provided by the 
expatriate manager's 
company. 

His main conclusion Is 
that mul tina tional 
corporations need to assist 
couples and update their 
human resources policies. 

Mast relocation policies 
used by companies are based 
on a 1970s, married male 
. whose wife remained at 
home and looked after the 
children — even thou gh the 
i stereotype applies to an 
increasingly small number 
of people. The Increased 
diversity of the workforce 
would suggest the time has 


come to change some of 
these outdated policies. 

Mr Harvey suggests a 
combination of counselling 
and assistance in preparing 
the accompanying partner. 
Other possibilities suggested 
by those who responded to 
the survey were that the 
corporation offers the spouse 
a post in the same country, 
or at least some corporate 
support such as a personal 
assistant, transport, letters 
of introduction, help with 
childcare support, and 
assistance in keeping 
professional skills up to 
date. 

In reality, many 
well-known multinationals 
still provide no support at all 
for anyone moving abroad, 
and couples are having to 
make their own adjustments 
for overseas appointments. 

It is no longer rare for a 
couple to live in. for 
example, Rome, where she 
pursues her career, and he 
spends his week pursuing 
his in London. It is not 
unreasonable to expect that 
the dual-career problem will, 
in part, be resolved by faster 
transport 
In such a case, the 
company might be advised 
to provide generous travel 
expenses and assistance 
with renting or buying 
apartments. Compared with 
the cost of losing your 
marketing manager, this is 
likely to be the cheaper 
option. 

John W. Hunt is Professor of 
Organisational Behaviour at 
London Business School and 
a consultant to private and 
public sector clients. This 
column appears fortnightly. 



MANAGEMENT OVERSEAS POSTINGS 

Don’t forget the trailing spouse 


Edi Smockum looks at some innovative solutions to the 
problems of working abroad 


Ud Companies ignore the 
113 problem of the 
lilX “trailing spouse" - 
those selfless individuals 
wbo follow their partners 
around the globe - at their 
peril. That was the warning, 
at a recent conference held 
in Paris, from Markus And- 
res. human resource man- 
ager for Zurich Insurance. 

With the pool of potential 
employees who are willing to 
accept overseas postings 
shrinking, "the remaining 
candidates may not repre- 
sent the best possible selec- 
tion", he pointed out. 

A recent survey under- 


lined the problem: 74 per 
cent of human resources 
managers said their chief 
global challenge was finding 
candidates. The most fre- 
quent reason for employees 
turning down expatriate 
appointments was concern 
about their spouse's career. 

With that in mind, if your 
company's high flyer is mar- 
ried to another high flyer 
with a different company, 
can you entice them to set 
off to foreign parts? Some 
companies have found inno- 
vative solutions. 

Motorola, which has 2,000 
expatriate employees world- 


wide, offers trailing spouses 
up to 87,500 a year for educa- 
tion. This Is broadly inter- 
preted by the company - a 
spouse can, for example, use 
the money to invest in 
starting up a business. Alter 
natively, the trailing spouse 
can bank the money for 
their return, as long as it is 
used within two years of 
their getting back. 

Shell International Petro- 
leum. the Anglo-Dutch oil 
company which has 20 par 
cent of Its employees serving 
in overseas appointments, 
reimburses 80 per cent of the 
costs of vocational training. 


further education or re-ac- 
creditation up to FI 9,000 
($4,400) per assignment. 

But, as Shell found, many 
potential expatriates are 
hungrier for Information and 
advice than they are for 
funding. Its spouse employ- 
ment centre has helped more 
than 1,000 couples prepare 
for placements overseas. The 
centre recommends schools, 
medical facilities and hous- 
ing advice and provides 
up-to-date information on 
employment, study, self- 
employment and voluntary 
work. This support, fully 
funded by Shell, has been 
found to be very cast effi- 
cient 

Failed postings are a great 


risk in expatriate place- 
ments, and one that few 
companies take precautions 
against Not only are the 
costs of returning a recently- 
moved employee and family 
high, the it can damage rela- 
tions with local clients. 

Family breakdown or mal- 
adjustment is the most cited 
reason for an employee to 
have to be repatriated. 
Schlumberger, the 
French-US oil services com- 
pany. extended Its world- 
wide company intranet to 
Include trailing spouses with 
home computers. This not 
only gave the accompanying 
partner access to Schlu m ber- 
ger’s intranet, but also 
allowed them on to 


the world wide web. 

The main obstacle for 
most trailing spouses is the 
difficulty In getting a work 
permit. Many multilateral 
organisations, such as the 
London-based European 
Bank for Reconstruction and 
Development, have been able 
to negotiate work permits 
for trailing spouses during 
the coarse of selecting sites 
for their offices. 

Kathleen van der Wilk- 
Carlton of Shell thinks com- 
panies should begin to Hex 
their muscles: "If govern- 
ments can get agreements 
for work permits for diplo- 
matic staff, it Is time for 
companies to lobby govern- 
ments for the same rights.” 




LOUISE KEHOE 

eagle eye 


Consumer 
satisfaction 


is the 

Microsoft should 
not be prosecuted 
for providing 
standards in 
PC software 

Politics and industry 
rivalries surrounding the 
Microsoft antitrust 
investigation are making 
lots of headlines, but the 
opinions of individual 
personal computer users are 
all too often left ont of the 
story. 

. Where do the "silent 
miffions” of Microsoft 
software users stand? Most 
may know little of the 
company’s looming battle 
with the US government 

Yet consumers are 
supposed to be at the centre 
of any antitrust case. 
Traditionally, they are the 
victims of money-grabbing 
monopolists who abuse 
market dominance by 
raising prices. 

Why is it then that there 
are few complaints from 
individual PC users about 
the price of Microsoft’s 
software products? The 
company is sometimes 
criticised by corporate 
customers for rising service 
costs but its retail prices do 
not seem to be out of line 
with those of other vendors. 

More common are moans 
about the fast changes in PC 
software and technology: 
"I’ve only just installed 
Windows 95,” a colleague 
said last week. "Am I going 
to have to switch again [to 
Windows 98]T It is not so 
much prices that upset PC 
users as the prospect of 
having to adjust to new 
ways of doing everyday 
things such as opening an 
application program or .- :. 
searching for a file. 

Technology enthusiasts 
are eager to get thefr hands 
on Windows 9a Yet for the 
majority of PC users, new 
software means new hassles. 

PC manufacturers take the 
opposite view. With every 
“new and improved” 
software release, they have 
the opportunity to persuade 
buyers that it may be a good 
time to upgrade to a new PC. 

Consumer resentment at 
the accelerating cycle of 
software and hardware 
upgrades underlies much of 
the ill feeling towards 
Microsoft There Is a sense 
that we are all at the mercy 
of this technology 
juggernant 

The cost of a specific 
Microsoft program may not 
be unreasonable, but the 
cost of keeping up with PC 
technology is substantial 
and Microsoft is a big part of 
the problem. 

The Irony Is that this has 
absolutely nothing to do 
with any alleged antitrust 
violations by the company. 

Microsoft's opponents 
argue that its stranglehold 
on the market for PC 
operating systems software 
slows innovation as other 
software developers are 
dissuaded from trying to 
compete. 

The goal of US antitrust 
regulators is to ensure open 
competition, which they 
believe will boost Innovation 
and accelerate technological 
advance. But one has to 
wonder whether government 
lawyers have taken the tim<> 
to ask PC users if this is 
what they want 

Then there is consumer 
choice. US antitrust 
regulators say they are 
determined to ensure that 
consumers will be able to 
choose between Microsoft 
products and those offered 
by its competitors. 

Yet there are alternatives 
to Microsoft software for 
those who want them. Unix 
and its variants, as well as 
the Apple Macintosh 
operating system, compete 
with Windows. Word Perfect 
competes with Microsoft 
Word. Netscape's 
Communicator is a w inning 
alternative to Internet 
Explorer. 

Consumers tend to take 
the easy path and in PC 
software, Microsoft provides 
it 

If Microsoft has violated 
antitrust laws by coercing 
its industry partners Into 
signin g exclusionary 
contracts, it should be 
hauled into court. If the 
company has provided what 
consumers seem to want - 
standards in PC software - 


key 

it should not be prosecuted. 
* * • 

Personal computers have 
created a new Murphy's 
Law: the information you 
need - a file, an e-mail 
address or a web site 
bookmark - is always stored 
on another inaccessible 
computer. 

The problem arises 
because many of us have 
become users of multiple 
computers. There is one on 
the office desk, another at 
home and also a notebook 
computer for use mi 
business trips. 

Inevitably, the web site 
yon bookmarked at home 
last night will prove 
unfindable the next morning 
at wort. The documents you 
need are always somewhere 
else. 

Die-hards who carry a 
laptop computer with them 
everywhere can circumvent 
this problem. But they do so 
at the risk of losing 
everything altogether if the 
portable computer is 
damaged or lost 

Visto. a Silicon Valley 
start-up, has a solution. For 
less than $10 a month the 
company will create your 
electronic briefcase - a 
secure storage place on the 
Internet for your personal 
files. 

Visto (wtaw.visto.com) 
provides an “assistant" - 
software that will 
automatically put into your 
electronic briefcase the data 
and documents you select 

If you pick up e-mail 
messages or record 
appointments while 
travelling; they are 
automatically available from 
your office and home 
computers. If you wort on a 
document at home, the 
updated version will be 
stored on your office 
computer. 

Since January, Visto has 
attracted customers from 
more than 100 countries: 
telecommuters who work at 
home and in an office; 
travellers who need to 
access computer files on the 
road; and small businesses 
that use the service to create 
a virtual private network. 

Visto Is an answer to the 
prayers of the forgetful and 
those who mean to update 
contacts/e- mafl and other 
files but somehow never do. 
I’m heartened to learn that 
there are a lot of us. 

** * 

Navigating the web is 
always a bit hit and miss. 
Search engines throw up 
many irrelevant answers 
and directories never seem 
to have quite the thing yon 
are looking for. 

Centraal, a startup 
company attracting 
attention by its realnames 
software 

(mow. realnames.com), is out 
to make the task easier. The 
system enables users to type 
in the name of a comp any. a 
trademark product name or 

similar phrase nnri go 

directly to the right web 
page. Owners of these names 
register them with Centraal 
for a small fee. 

Today Centraal will 
annnnnw a partnership with 
AltaVista, the search service 
owned by Digital 
Equipment The deal will 
make the realnames system 
available to users of 
AltaVista, promising more 
successful web searches. 

Ideally, Centraal's 
software should be built 
directly into a browser so 
that it is automatically 
activated when needed. Bat 
first, Centraal will have to 
navigate its own way 
through the browser wars. 
Perhaps Jt needs to search 
for politics.com. 

Shore your views m the 
Eagle Bye discussion group 
on the FT web site 
( www.FT.com ) or contact 
Louise Eehoe by e-mail on 
lauiseGiiFT.com 



I n for mat ion Technology 
• The fTs review of Jnfonrtalion 
Technology appears on Ihe first . 
Wednesday ot each month 
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Europe weakens on rate fears - 
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EUROPEAN OVERVIEW 

By Martin Dickson, 

Raanctal Editor 

Trans+European stock 
indices declined yesterday 
against a background of a 
strengthening D-Mark, wor- 
ries over continental interest 
rate increases and a softer 
tone on Wall Street 

The FTSE Eurotop 300 
index closed at 1 , 220 . 48 , 
down 1.28 per cent, while the 
narrower Eurotop 100 index 
closed at 2 . 802 . 43 , down l.Qi 
percent.. 

The FTSE resources eco- 
nomic group closed down 2 l 3 
per cent, while general 
industries dropped 0.70 per 
cent and services USA per 
cent. Utilities were off 1.12 
per cent and financials 1-46 
per cent. 

The market was domi- 
nated by a sharp rise in the 
D-Mark, which traded at a 
three-month peak to the dol- 
lar and at its strongest 
against sterling since mid- 
February. 

This came amid renewed 
speculation that the Bundes- 
bank might move early to 
increase interest rates fol- 


Eorotop 300 Eurohtoc 

Wax 

1300 


lowing last weekend's com- 
promise by the European 
Union over the choice of the 
first president of the Euro- 
pean Central Bank. 

There were interest move- 
ments elsewhere, with the 
Danish central bank im ex- 
pertly raising rates to defend 
pie krone, while Spain cut 
its money market rates to 
bring them more into linn 
with Emu members. 

German government 
bonds, which are expected to 
provide many of the bench- 
marks for the Eurozone fixed 
income market, closed down, 
although they were steadier 
in later trading. The 10 -year 
was quoted late in the day at 
100 . 00 , down 0 . 16 . 

In equities, the weaker 
tone was accentuated by a 
weak opening on Wail 
Street 

Retail banks drop 

Among Eurotop 300 sec- 
tors, retail banks dropped 1.6 
per cent, with interest rate 
concerns particularly strong 
in Germany and Denmark. 

Dresdner Bank dropped 
Ecu 1.3 to Ecu 50.45 while 
Den Danske Bank was 
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FTSE EfRAop 300 fara Daft Daft 
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down Ecu 6 J 5 at Ecu 111 . 71 . 

In the UK, HSBC, which 
has a large exposure to Hong 
Kong, saw its 75 p shares 
drop Ecu 0 l 9 to Ecu 27.18 fol- 
lowing a sharp decline in 
Hong Kong's Hang Seng 
index. 

Bid rumours 

However, in Paris bid 
rumours helped Credit Com- 
mercial de France gain Ecu 
1.0 to Ecu 75 . 6 L 

The automobile sector 
dropped 2.15 per cent with 
Volkswagen felting - Ecu 22.4 
to Ecu 728.01 amid market 
rumours that It might be 
planning to take over LaJU- 


borghini, the luxury car 
manufacturer. BMW was 
down Ecu 24.2 at Ecu 
1025 . 30 . 

The insurance sector 

dipped L 3 per cent. Fbrtis 
AG was hit by market fears 
that its bid talks with 
Generate de Banque were 
breaking down. Its shares 
closed at Ecu 2 SL 51 . down 
Ecu 5 . 6 . 

Axa-UAP shares closed at 
Ecu 111 . 02 , up 1 . 2 , after it 
announced plans to launch 
an offer for all the publicly 
held shares it does not 
already own in Roy ale Beige. 

Rising sectors included 
pharmaceuticals and packag- 
ing an d printing. 
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Bond yield cures 

Per cent (May 5 1996 ) 
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on the implications of the euro f 
European banks or global ones? 


the euro 


You'll get more insights from ABN AMRO. 
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INTERNATIONAL CAPITAL MARKETS 


German bunds lead prices lower in Europe 


GOVERNMENT BONDS 


By Vincent Boland in London 
and John Labate in New York 


Prices fell further yesterday 
on renewed concern about 
US interest rates, a surprise 
rise in rates in Denmark, 
and a rumour that Hans 

Tietmeyer. president of the 
Bundesbank, was Going to 
resign over the European 
central bank row. 

Dealers, and Mr Tiet- 
meyer. said the rumour was 

“absolute nonsense". How- 
ever, the Bundesbank head 
did express concern last 
night that the ECB row had 
dented the euro's ima^e. 

Denmark's 50 basis point 
rate rise, which analysts 
said was almost entirely for 
domestic reasons to support 
the krone - the country is 
crippled by strikes - was a 


further excuse for European 
markets to move lower but 
did not signal any wider 
European rate moves. 

"The Danish rise has abso- 
lutely nothing to do with 
German interest rates but 
just got the markets jittery," 
said Phyllis Reed, bond strat- 
egist at Barclays Capital. 

The quarter-point cut in 
Spanish rates, well dis- 
counted by the market, was 
seen as more relevant, point- 
ing the way to convergence 
of rates ahead of the intro- 
duction of the euro at the 
start of next year. 

GERMAN BUNDS again 
led the weaker tone in 
Europe, although activity 
was not heavy in either the 
cash or futures markets. 

The June Tuture settled 
U.21 lower at 105.83. having 
attempted an early rally that 
quickly petered out. 


Analysts pointed to the 
German market's reliance on 
Treasuries for direction as 
the main reason for bunds 
weakening, rather than con- 
cern about the European 
Central Bank compromise. 

■The markets don’t give a 
hoot about this [ECB].” said 
David Knott, core Europe 
strategist at Deutsche Mor- 
gan Grenfell. “The seli-off in 
bunds has more to do with 
last week's US data than the 
Bundesbank's attitude to the 
ECB. The Bundesbank is 
more concerned with process 
than personality." 

Other European markets 
weakened in tandem with 
bunds, with DANISH BONDS 
bearing the brunt of the rate 
rise. The yield on the bench- 
mark 2007 bond rose 6 basis 
points to 5.28 per cent, while 
the yield spread to 10 -year 
bunds widened three points 


to 30 basis points. Denmark 
is not in the first group of 
European monetary union 
countries, 

FRENCH BONDS weak- 
ened slightly ahead of an 
auction of up to FFr22bn of 
long-dated paper later this 
week. The June notional 

future settled 0.20 lower at 
103.32 in quiet trading. 

UK GUTS were also slug- 
gish, and (he spread over 10 - 
year bunds again climbed 
above 90 basis points, ahead 
of the regular meeting of the 
Bank of England's monetary 
policy committee. Few 
observers expect a rise in 
rates, and the consensus is 
growing that UK rates may 
have peaked. The focus is 
mainl y on whether the com- 
mittee will give any signal to 
that effect after the meeting. 

The June gilt future set- 
tled % lower at 108£, with 


about 55,000 contracts traded 
on Lille. The 10-year spread 
to bunds closed at 92 basis 
points as gilts underper- 
formed bunds. 

Analysts had predicted 
that any doubts about the 
euro would be good for gilts, 
but it may take a signal on 
lower interest rates to give 
the market some new 
momentum. 

US TREASURIES retreated 
in quiet morning trading. 
The 30-year bond, the bench- 
mark for long-term US inter- 
est rates, lost £ to 102 £ by 
mid-day. sending the yield 
up to 5.958 per cent 

Shorter-term issues also 
fell The two-year note lost h 
to 100i. yielding 5.591 per 
cent, while the 10-year note 


fell £ to 98J4. yielding 5-675 


per cent 
Treasuries continued to 
trade in a narrow range In 


thin trading, following a 
return to stability this week 
after last week’s swings on 
interest rate feats. 

In the morning market an 
official of the National Asso- 
ciation of Purchasing Man- 
agement said that capacity 
utilisation levels were being 
reduced by a slowdown in 
demand. 

There were few major eco- 
nomic reports released yes- 
terday. However, the index 
or leading economic Indica- 
tors rose 0.2 per cent In 
March, following a 0.4 per 

cent rise in February. 

The release was In line 
with analysts' expectations 
and had little immediate 
impact on the market 

Today, analysts expect the 
release of data about manu- 
Eactureres' orders and the 
Federal Reserve’s "beige 
book" repot. 


Fannie Mae set to price 
its fifth jumbo of 1998 


New international bond issues 


INTERNATIONA. BONDS 
By Edward Luce 


The Federal National 
Mortgage Association (Fan- 
nie Mae) will today price its 
latest jumbo issue - the fifth 
stace it launched its "refer- 
ence notes" programme ear- 
lier this year. 

The 10-year $3bn offering, 
which will be priced at about 
33 basis points over the 
10-year Treasury, takes the 
borrower's total jumbo issu- 
ance to just under S20bn for 
the year - roughly half what 
it hopes to raise in the bond 
markets during I99S. 

The bond, lead-managed 
by Credit Suisse First Bos- 
ton. Lehman Brothers and 
Morgan Stanley Dean Witter, 
is its second 10 -year jumbo. 
Ite has also issued two five- 
year bonds and a three-year. 


"Fannie Mae is certainly 
sticking to Us commitment 
to provide a liquid and con- 
sistent yield curve," said one 
trader. "Unlike some other 
large international borrow- 
ers. it has pledged to service 
the market regularly, even 
when it might not be an opti- 
mal moment from the com- 
mercial point of view." 

Bond analysts remain 
divided on whether such 
issues save on costs, 
although it was clear Fannie 
Mae's inaugural jumbo in 
January was around five 
basis points tighter than 
where a smaller issue would 
have been priced. 

Fannie Mae's existing 
10-year benchmark is trading 
at about 32 to 33 basis points 
over Treasuries in the sec- 
ondary markets - roughly 
five basis points wider than 
the World Bank benchmark. 
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The CITY OF MOSCOW 
followed its sovereign to the 
Italian lira sector with a 
slightly smaller offering 
than expected. The L400hn 
issue - some way short of 
the maximum L750bn per- 
mitted - was priced at 525 
basis points over the Italian 
three-year swaps curve. 

Traders said the bond, 
which was lead-managed by 
Chase Manhattan, was given 
a respectable but not over- 
whelming reception. Most of 
the distribution went to Ital- 
ian investors. 

Finland is expected to 
launch its debut euro- 
dpnn min ated offering later 
this week as part of its 
domestic bond programme. 

Other borrowers in the 
pipeline include Slovenia 
(another debut euro offering) 
and France Telecom in a 10- 
year dollar issue. 
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Merrill to be joint co-ordinator 


VENEZUELA 


Cisneros places $80m of notes 


Venezuela’s Cisneros Group has placed $80m of notes with a 
coupon of 11 per cent for Imasac, its Argentine media holding 
company. The notes were purchased by Institutional Investor? 
in Latin America, Europe and the US. 

The proceeds from the placement win be used primarily to 
refinance the principal and accrued interest on a $50m loan 
used by Cisneros to acquire Imogen Satefital, an Imasac sub- 
sidiary. as well as to fund the first three years of interest pay- 
ments on the notes and other expenses. 

Cisneros Group acquired Imogen SateWal, Argentina's lead- 
ing cable television programmer, in 1997 as part of its 
regional expansion. Bear Steams was the lead manager for 
the placement New York-based Vlofy, Byorum & Partners 
acted as financial advisers on the Issue. 

Raymond CoGtt, Caracas 
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AFC Ajax to raise FI 124m 
through share offering 



AFC /Max. the star Dutch football dub. was yestertay set to 
raise R 123.75m ($61 .65m) through a share issue priced at 
R 25 apiece. The 4.95m units on offer represent 27 per cent 
of the club’s capital, with a significant amount pre-pfaced 

among more than 15,000 supporters. 

in addition to the supporters' preferential aflocation, Ajax is 
making about 3 per cent of Its equity available as the basis of 
an option scheme for staff, including players. 

Subscriptions for Institutions and general retail investors in 
the Issue, which Is being led by ABN Amro FtothschBd, are to 
close by Friday. Trading on the Amsterdam s tock ex change is 
due to begin next Monday. Gordon Grand), Amsterdam 


Mannesman n, the German conglomerate, has named Menffl 
Lynch, the US-based investment bank, as its Joint global 
co-ordinator for a DM3 bn ($l.7bn) capital increase. The 
capital-raising, announced earlier this year, will be via a public 
issue of new shares in Germany and private placements ki toe 
rest of the world. 

Deutsche Bank has already been named as toe other global 
co-ordinator of the exercise, with Goldman Sachs as a lead 
manager. Global book-building will start in June. 

The funds from the increase are expected to be used to 
finance growth in telecommunications. Mannesman! already 
runs D2, Germany’s largest mobSe telecoms network. It was 
also one of the first companies to take advantage of toe Jan- 
uary 1 liberalisation of toe German fixed telecoms market, 
with Arcor, its joint venture with Deutsche Safin, the railway 
company. Lucy Smy, Bonn 




* %•— 


. •f.t-- v.v 





K. 



*L‘ 



jattr M Mi/FT Mnaibsi 




FINANCIAL TIMES WEDNESDAY MAY 6 1998 


25 


‘erk 




e 


7^ 


0 





CURRENCIES & MONEY 


Optimism for Europe buoys D-Mark 


jNWUCETS (SPORT They were also encour- 

aged by the growing eco- 


By Shnon Kaper 


The D-Mark soared 
yesterday, unexpectedly ben- 
efiting from the weekend's 
European Union summit in 
Brussels. 

The fhdged deal struck at 
the summit over the presi- 
dency of the European cen- 
tral bank was forecast to 
hurt the credibility of the 
ECB and thus damage the 
D-Mark against the dollar. 
Wim Duisenberg will start as 
ECB president, but will let 
jean-CIaude Tricfaet succeed 
him during his eight-year 
term. However, Investors 
paid little attention to the 
fudge, noting Instead that 
the ECB's board was full of 
hawks and that almost all 
the details of European mon- 
etary union have now been 
sorted out They poured out 
of the dollar, pound and 
Swiss franc, which had all 
functioned as safe hav ens 
from Emu, into the D-Mark. 


nomlc recovery in Europe. 
There is Increasing talk in 
the market that the Bundes- 
bank will raise interest rates 
Boom. Some argue that the 
fudge over the ECB could 
prompt the bank into an 
increase, as a way of proving 
that European monetary pol- 
icy would stay tight, others 
noted yesterday's Danish 
rate rise, saying that other, 
northern European central 
b an k s could follow suit- Den- 
mark raised Its discount and 
repo rates 50 basis points 
each to 4LQ0 per cent and 4J5 
per cent respectively. 

However, Nick Parsons, 
currency strategist at Pari- 
bas Capital Markets in Lon- 
don, rejected the Idea that 
Denmark or the ECB row 
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could push the Bundesbank 
into a rate increase. Den- 
mark was not joining Emu, 
he pointed out. and could 
therefore set interest rates 
without worrying about rate 
levels inside the Emu-zone. 
He said the talk about Den- 
mark and the ECB simply 
provided pension and invest 
ment funds with excuses to 
buy D-Marks. He noted that 
Euramark futures contracts, 
which reflect the market's 
forecast far German interest 
rates, ended the day barely 
changed. ■ 

Mir Parsons said investors 
bad wanted to buy D-Marks 
because of the end of Emu 
doubts, the start of the Euro- 
pean upturn, and the fact 
that three years of a rising 
dollar had left them short of 
the German currency. 

Steven Englander, interna- 
tional economist at .Salomon 
Smith Barney in London, 
said: “The market seems to 
have worked itself into a 
tizzy over the imminence of 
a German rate rise, but I 
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don’t see it" 

The D-Mark hit three- 
month hi ghs against the dol- 
lar and sterling. It rose 0-9 
pfgs against ' the dollar to 
close in London at DM1.773 
and gwirw»ri 2.7 pfjgS w gal-nn* 

the pound to DMR941. The 
pound has now dropped 17 
pfgs In the last five weeks. 

Spain cut Its key money 
rate by 25 basis points to 4.25 
pea- cent as expected. 


■ The yen was even stron- 
ger than the D-Mark yester- 
day. It rose YL5 against the 
dollar to Y13L7 after Robert 
Rubin, US treasury secre- 
tary, fed rumours that he 
might be resigning soon and 
said that a falling yen would 
not necessarily help Japan’s 
economy. 

Mr Rubin confirmed th at 
he would stay in his post 
until the end of the year, 
which led many in the mar- 
ket to conclude that he 
would leave it soon after. 

■ Denmark baa no plans to 
join Emu - a fact that seems 
to have escaped some trad- 
ers yesterday. Because it is 
staying out of Emu, its inter- 
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est rates can move in isola- 
tion. The Bank of Denmark 
explained yesterday's rate 
rise by saying: “In the past 
tow months there has been a 
tendency of tiim crown weak- 
ening. g pri the central bank 
has sold foreign currencies 
since February to support 
the crown.” The crown’s ten- 
dency to toll had worsened 
in April and May, the bank 
said, so it was raising rates. 

Clearly, the crown has 
fallen victim to the trend for 
investors to return to the 
Emu-zone from safe haven 
currencies. 

■ Strangely, given that all 
the talk yesterday was of 
German rate rises, the main 
movement in the money 
market was in short sterling 
futures contracts. These fell 
up 5 basis points, as trad- 
ers priced in a stronger 
chance that the Bank of 
England might raise Interest 
rates after its two-day mone- 
tary policy committee meet- 
ing starting today. 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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COMMODITIES & AGRICULTURE 


IPE calls for CO z emission permit trading 


By Gaotatn Maftanf 


The International Petroleum 
Exchange in London yester- 
day unveiled proposals to 
develop trading in carbon 
dioxide emission permits. 

The IPE submitted its 
response to last year’s Kyoto 
summit on climate change, 
which agreed on the princi- 
ple of market-based solu- 
tions to combat pollution, to 
the UK government and the 
European Commission. 

It called on the govern- 
ment to take the lead in 


Europe by introducing legis- 
lation for a national market 
and lobbying for its exten- 
sion to other EU member 
states as the value of per- 
mits become standardised 
and agreement is reached on 
tbe allocation of targets. 

“There’s a good chance 
that emissions trading is 
going to become very impor- 
tant in the years ahead, pro- 
viding Kyoto works and gov- 
ernments are prepared to 

put into effect the necessary 
legislation.” said Lynton 
Jones, EPE chief executive. 


Under the proposals, gov- 
ernments would legislate 
and play a part in the alloca- 
tion process before free mar- 
kets were allowed to evolve. 

Mr Jones said tbe market 
properly monitored and 
enforced, would be tbe most 
cost-effective and flexible 
way of reducing pollution. 
He added that topdown reg- 
ulatory approaches such as 
taxation would be 
heavy-handed. “Not all com- 
panies can effect the same 
sort of reduction at the same 
time.” Mr Jones said. 


Emissions trading would 
allow companies to emit as 
much pollution as they had 
permits far. Those that cut 
back oo carbon dioxide with 
energy efficiency measures 
could sell or lease their sur- 
plus permits to those who 
could not cover the value of 
their emissions. 

In Kyoto, the European 
Union agreed to reduce 
greenhouse gas, of which 
carbon dioxide accounts for 
SO per cent, by S per cent 
against a baseline of 1990 
levels. 


The target would met by 
the continuous reduction of 
permits in circulation and 
the subsequent increase in 
the price of pollution. 

Mr Jones said he expected 
two separate markets to 
evolve. Fust there would be 

a primary market of bilat- 
eral deals between individ- 
ual companies. There would 
also be a secondary market 
to provide additional flexibil- 
ity to all participants, to 
assist in credit management 
and to provide greater trans- 
parency and liquidity. 


The DPE is prepared to 
launch a carbon dioxide 
emissions futures contract 
valid for a mouth. 

Mr Jones said the IPE's 
experience in developing 
competitive markets and in 
running traded energy and 
risk management contracts 
enabled it to play a signifi- 
cant role in monitoring and 
auditing the markets to 
ensure balance between 
emissions and the permits 
held. It would also auction 
unallocated permits to new 
market entrants. 


Indian cotton growers take 
crop forecasters to task 

Estimates of a bumper harvest led mills to reduce inventories but 
a late monsoon confounded their expectations, writes Kunal Bose 



MBs wtfl import more than 500JXX) bales this year, up from 30JXK1 bales last time Tarry Andrews 


T be Indian textile indus- 
try. which is the coun- 
try's biggest employer, 
has again been hit by a 
"series of errors" In the cur- 
rent season's cotton crop 
forecasts. Tbe industry is 
calling for a review or the 
forecasting system. 

The estimate of the 1997-98 
crop (October to September) 
has been revised downwards 
from the one made at tbe 
beginning of the season, of 
17.2m bales of 170kg of cot- 
ton, to 14.8m bales. The lat- 
est estimate is also subject 
to further revision. 

The East India Cotton 
Mills Association said: “The 
forecast of a bumper crop in 
September last, coming on 
top of a record crop of 
17.79m bales in 1996-97, led 
most mills to run down their 
inventories of cotton. 

“The federal government, 
anticipating a collapse in 
cotton prices, introduced a 
cotton export quota of 
720,000 bales early in the sea- 
son. But all the calculations 
have proved wrong, and the 

country may now finally end 
up with a crop as low as 
14.5m bales.” 

While the crop failure has 
lifted cotton prices by 17 per 


cent since October - the rise 
is even greater in tbe case of 
the highest quality extra 
long varieties - the mills 
will end the season with 
imports of more than 500.000 
bales, compared with 30.000 
bales last time. 

Industry analysts say a 
large portion of the cotton 
export quota will remain 
unused because domestic 
prices are still high. Over 
the long term, domestic 
prices are almost in line 
with world prices. 

"The Indian farmers are 
no longer complaining that 
they are selling cotton at a 
big discount over the world 
prices. But In the process, 
the highly export-oriented 
Indian textile industry has 
lost a major advantage." said 
Anil Jain, managing director 
of Indo-Count Industries, a 
cotton yarn sp inning group. 

“Except for the factories 
set up in the past decade, the 
productivity of the industry 
here does not compare well 
with its counterparts in 
south and south-east Asia. 
Comparatively low cotton 
prices supported exports." 

Industry officials complain 
that while cotton prices are 
high, they cannot mark up 


the prices of yam and fab- 
rics because of the recession 
in the Indian economy. 

,r We are finding it increas- 
ingly difficult to compete 
with textile producing coun- 
tries In Asia because their 
currencies have undergone 
major depreciations. The 
results of Indian textile 
groups in 1997-98 will be 
highly disappointing,” said 
Mr J ain. 

Worst hit are mills that 
require superior varieties of 
cotton. 

“Setbacks in production in 
the three north Indian states 
of Punjab, Haryana and 
Rajasthan and in Andhra 
Pradesh and Karnataka in 

the south caused a big short- 
fall in the supply of good 
quality cotton," said the 
EICMA spokesman. 

“The industry is importing 
large amounts of Giza 86 
variety from Egypt and Pima 
cotton horn the US. Medium- 
long staple cotton is being 
imported from Russia and 
Australia." 

Industry officials are 
surprised the crop 
forecasting agencies failed to 
predict the impact of the late 
arrival of the monsoon In 
1997 and unseasonal rain in 


November and December, 
and even later r ains in some 
areas. As a result, some 
crops have suffered from 
disease. Maharashtra, the 
country’s second largest 
cotton growing state, 
suffered the most. The crop 
there is smaller than 1.5m 
bales, compared with last 
season's 3.1m bales. 


Indian farmers tend to 
switch land to a crop fetch- 
ing high prices. 

“In view of the rise in cot- 
ton prices in the current sea- 
son, we expect some addition 
to the 9m hectares now 
under the crop. But the size 
of the crop next time will In 
the end be decided by the 
rain," said Mr Jain. 


Industry officials recom- 
mend that the Cotton Advi- 
sory Board, which repre- 
sents the interests of 
growers, trade and industry, 
should make a study of the 
cotton crop monitoring sys- 
tem in tbe US, Australia and 
Israel and to introduce more 
reliable forecasting prac- 
tices. 


Oil weakens 
as hope fades 
of more cuts 


By Robert Coftine, Kenneth 
Booting and Gary Mead 


Oil prices weakened as 
speculation receded that 
leading oil exporters were 

about to launch a new round 
of production cuts. 

The price of Brent Blend 
for June delivery, the bell- 
wether fixtures contract on 
London's International 
Petroleum Exchange, was 
down 33 cents in late trading 
to $14.80 a barrel 

Prices had been boosted 
last week by suggestions 
that big exporters such as 
Saudi Arabia, Venezuela and 
Mexico might meet to dis- 
cuss an additional round of 
production cuts following a 
co-ordinated global reduc- 
tion in March. 

Last Friday's 64 cent rally 
in Brent was based on specu- 
lation that such a meeting 
might occur over the week- 
end. Traders said yesterday’s 
price fall was triggered when 
it became clear no early 
meeting was likely. 

Many oil traders and 
industry executives believe 
further action is needed to 
stabilise crude prices. John 
Browne, chief executive of 
British Petroleum, yesterday 
said there is still “too much 
production at the moment”. 

BP estimates that l.3m 
barrels a day has come out 
of the market as a result of 
the co-ordinated cut, but Mr 
Browne said a further cut of 
500,000 b/d might be needed 
to balance the market. 

On the London Metal 
Exchange lead and zinc 
reacted in late trading to an 
announcement by Comlnco 
in finnadfl that mechanical 
failure in an oxygen plant 
would put its Trail smelting- 
refining complex out of 
action for six days and cost 
the output of 2,000 tonnes of 
lead and 24500 tonnes of zinc. 


Traders suggested Comin- 
co's difficulties were bal- 
anced by news from Arcon, 
an Irish company, that a 
three-month strike at its Gal- 
mo y lead-zinc mine, one of 
the largest in Europe, had 
been settled and work would 
start again in six days. 

Lead for delivery in three 
months closed up $5 a tonne, 
or less than 1 per cent, from 
Friday's close, at $566, while 
three-month zinc was up 815 
a tonne, to $1,125. 

On the bullion market 
gold held above $300 a troy 
ounce in London after felling 
heavily in New York at the 
end or last week. Traders 
suggested options grantors 
were trying to push the price 
down ahead of the Comex 
options expiry on Friday. 

Trading in soft commodi- 
ties on the London Interna- 
tiona] Financial Futures 
Exchange was remarkable 
only for the small volumes. 
Just 1,788 cocoa lots changed 
hands, with overall volume 
for coffee at 5.102 lots. 

The July future for cocoa 
ended at £1.092 a tonne, 
unchanged from the previ- 
ous close. However, there 
was more activity in coffee, 
where the July contract 
ended $61 higher at $l,ffii a 
tonne, a strong recovery 
from the April 23 slide, when 
investment fund-led selling 
Induced an 8 per cent fall. 

Coffee regained its interest 
for investment funds partly 
as a result of bullish figures 
from the International Cof- 
fee Organisation, showing 
members' exports at 73 An 
60kg bags in the 12 months 
to March, against 81.87m 
bags a year earlier. 

Brazilian s care-mon gering 

about frost also contributed 
to the reinvigorated buying, 
.but analysis from GNI 
pointed out that while frost 
is now technically passible, 
it has never been seen in 
Brazil before the end of May. 
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14X00 -225 14650 
14750 -2.9J 148 50 


Lew 

13X25 

13725 

13950 

14225 

14X25 

147.75 


Opan 
Ml bit 

8.160 25.450 
5558 24JJ57 
1.126 11.268 
418 9J912 
221 10.448 
109 13.566 
14915133JB2 


■ HATUHAL CAS PE IIJOQ Bams pace |H Bbtsi 

Jan 9 180 -0 100 9 180 9 ISO 15 2.190 

Jul 9 130 -OOID 9130 9.130 25 1.275 

Total 680 tuna 

NATURAL GAS NIMBI (10.000 roeSOu GtanAu.) 


Stater Rx 

Sc ot 

3 munata 
G moons 
i year 

GotdCotaa 

uugemni 

Maple Leal 


1 S price 

E equiy SFr equir 


Uteri Day's 

Ifeea 

snoa-anso 
30X10- 3W50 

Jan 

prica change Mgh 
2250 -0 007 2270 

Lew W U 

2210 35614 35810 

30420 

182.74 45128 

Jri 

1290 -0.016 2306 

2260 9862 23800 

30166 

162 94 44178 

Aeg 

2340-0010 2355 

2310 6843 20.900 

XI £0-30500 


sw 

235S-X0I5 2 373 

2330 2853 15.528 

mao-roai 


oa 

2395 -amo 2420 

2J65 X520 15240 

1 XS 70-30620 


MOT 

2-535 -0.007 255Q 

2515 1,794 10538 

tan DeU Learihg Bake (Vs USS) 

Total 


66y82fi23Q3l 

449 6 mxSta 401 

427 12 OHMS .. ,.177 

■ OXEADED GAS0UHE 



US ds egunr 

623 50 

Nn» lixoao US galta.: dUS gaM > 

mm 


Utaet Daf* 

OpM 

37X60 

62350 


prica dMogi Ugh 

lea ffBl Mt 

37800 

£2150 

Jn 

5X22 -a 82 5335 

5300 19527 52503 

37X10 

620 35 

Jri 

54.15 -085 54.76 

5480 9802 21,063 


E eqrif. 
183-185 


5X35 -X75 5480 

54.30 2373 15887 

304-307 

sm 

53.90 -X70 54.40 

5330 965 11769 

0d 

53 00 -X45 

- ISO 4523 

P 70-73 

42-44 

lln 

5250 -020 

- 25 635 

Tam 


3X507111282 




247.75 +175 24600 2«3j 0Q 10.37D 10,199 
25650 +150 25675 251.50 30.283153.134 
264.00 +350 26425 29950 1.468 36505 
269 75 +175 27tLOO 264.25 10,633121X04 
277.50 +4.00 277.75 272.00 659 10,759 

28200 +3.00 28200 27650 48 1.453 

S2205 3HJE9 
■ BARLEY LFFE (100 tames; E pv tenet 


■ COCOA (ECO] (SDRVtone) 


Dee 


May 

Total 


May 

7X00 -280 

- 

- 

- 

72 

Sep 

7380 +080 

- 

- 

- 

10 

Mot 

7X50 +080 

- 

- 

- 

760 

JOT 

7780 +080 

- 

- 

- 

104 

Mot 

7980 +080 

- 

- 

- 

1 

Total 




0 

•47 


■ S0TA8EABS CUT [SJOODu nst CMB/OTi ImM) 

May 65250 +525 65X00 64550 5202 6055 
Jet 64825 +575 64675 641.00 29570 7X061 
tag 646 00 +625 64650 640.0Q 1,384 14,095 

Sap 63X00 +500 63200 62600 432 1781 

Re* 62600 +675 G2650 61600 9615 44.660 

Am 63X00 +500 63X00 6Z7 00 Z80 7,453 

Total 47433 148JB4 

■ SOYABEAN OX CBT (SOOOOfca cents®) 


■>» 

2X63 

+X01 

2X92 

2X50 

1962 

6.653 

Jri 

2X97 

+008 

2988 

2881 

14.138 

95.766 

tog 

29.08 

+X10 

29J5 

2X91 

2.199 

19874 

sre 

29.01 

+0.1D 

2SL30 

2895 

221 

11835 

Od 

MB 

+0.19 

29.10 

2X75 

823 

7821 

Dec 

Tetri 

2X72 

+083 

2X93 

2X51 

3583 25806 
2X066 169505 

■ SOTABEAV MEAL CBT (100 tans; SOM 



■ay 

15X4 

+15 

1568 

15X0 

5.850 

5845 

Jri 

1608 

+2.4 

1608 

1567 1X738 

63864 

Aon 

161.7 

+Z4 

161.7 

1588 

1122 

1X896 

Sep 

1610 

+17 

16X0 

159.0 

397 

12811 

Od 

1638 

♦17 

1638 

1598 

844 

8.628 

Dec 

1658 

+26 

1658 

1610 

1962 21501 

Trial 





28,464 134(487 

■ POTATOES LffFE (20 tones £ per tame] 


Ntay 

1308 

+205 

130.0 

1028 

32 

51 

JCB 

1368 

+20.0 

- 

- 

_ 

_ 

NOT 

758 

-10 

- 

- 

- 

3 

MOT 

1008 

- 

- 

- 

- 

_ 

Apr 

1505 

-ao 

1550 

1508 

190 

1831 

Total 





zs 

15B2 

■ FSSOHT ffifTDO UFFE (SIQ/nSat potag 


May 

985 

+27 

985 

958 

14 

362 

Jm 

935 

+5 

935 

935 

B 

51 

Jri 

920 

+5 

920 

920 

21 

335 

0d 

1045 


1040 

1040 

10 

175 

Jan 

1075 

- 

- 

- 

- 

58 

Total 

Ctan 

Pre* 



63 

991 

■n 

990 

1001 






PULP AND PAPER 

■ HRIB OHLX (USS, S8 ah tar tarte) 

Sett Daft 

pries change Ugh Low Yd 

Jun 534.75 -025 - 

Sep 555.50 -2X0 SS&2S 5555) 12 

Tetpf 13 

raroRES DATA 

A3 fares cfaa suppSed bf fllfi 


opm 

tat 

549 

334 


Tea tram trie Tea Broken’ Association 
Landacfc Selective demand. &igtt Squaring 
Bunncfis sad wefl but price s were gener- 
ally kwer, apart from a lew selected mas 
wfucii hod firm. Medium East Africans 
wore up to 15 pence easier where sold 
wrifle Central Africans nw neglected. Oft- 
afaara: A few coieuy Kenya® add at 
easer rale, but the maforfey of o ff erings 
were neglected Price tfvScaflore (previous 
sale in brackets); best available I50p 
(iSGpj. good i40p (i60o). good meaun 
I15p (icao). medium 100p (i2Qp). low 
medium 75p 

The London Tea Auchan $ now faRmghtty. 
n» next iwvwt v0S annum- on Msar ri. 


May4 

My.... 


Price 


■ CORSE UFFE (5 tames; Sflonoe) 


Prai. day 
131556 


■ay 

1940 

♦60 

1940 

1880 

645 

6.129 

Jri 

1850 

+60 

1851 

1780 3895 2X147 

Sap 

1800 

+52 

1000 

1742 

720 

6.041 

NOT 

1765 

+50 

1762 

1710 

129 

2846 

Jan 

1730 

+50 

_ 

- 


158 

Mar 

1695 

+50 

1678 

1644 

13 

357 

Total 





XHH 38X04 

■ CORSE V CSCE I37800lis cenhAbs) 



May 

13480 

+5.10 13500 12X15 

524 

1X80 

Jri 

13X55 

♦4.70 13350 128 10 5.43S 17X89 

Sep 

130X0 

♦465 13180 12680 1,628 

7832 

Dec 

126X5 

+4X0 12780 12280 

9«g 

6X71 

Mar 

123 35 

+3-85 12480 120X5 

IBS 

2841 

•toy 

12180 

+110 12X50 11980 

27 

809 


Total 

■ C0RS OCO) AJS c a ntSpB u nd ) 


6766 36X31 


Oct 


24SX 
250.0 
Dee 2S5.7 

Mar 2620 

May 2E63 

Aug 2762 

Total 


+62 249.0 2475 5226 19.650 

-0.5 251.1 249.7 984 11,263 

+0.4 255 5 2S5X 379 1.463 

+65 262X 261.5 52 1X88 

+8.8 2660 265-9 12 512 

+0.9 2715 Z71X 2 106 

6X57 31887 


■ SDBAB II 1 CSCE O 12.0008b: cantata 


Jri 

X53 

+004 

&63 

X42 5,434 88892 

Oct 

BJ7 

- 

8X5 

6.71 

648 50.782 

Mar 

9X7 

+0.01 

933 

922 

355 2M13 

MOT 

983 

+881 

983 

929 

5 3820 

Jri 

985 

- 

98B 

983 

10 3816 

Od 

989 

+085 

X42 

939 

0 3,177 

Tetri 





64G6T7480I 

■ COTTON IftCE (50,0008a; cantata} 


May 

6X38 

+0.88 

6385 

6X05 

74 26 

Jal 

64 J2 

+085 

6X00 

6480 2859 31871 

Od 

67.45 

+0X0 

67 80 

6780 

104 3X45 

Dae 

6X67 

+8.12 

6922 

6X40 1250 32823 

■v 

70.40 

+8X0 

7080 

7X10 

15 7.177 

"toy 

71.11 

+0.18 

7180 

7100 

3 X377 


Total 


3845 83802 


■ DRAKE JDCE MICE riXOOOtas; attsVkP 


May 

111.70 

+8.45 11220 107.75 

367 

2843 

Jri 

11X35 

+770 11685 11020 2.494 17833 

sap 

11X75 

+500 11X75 11X75 

328 

5,429 

■h 

11X30 

+580 11880 11X30 

167 

3875 

Jaa 

120.10 

+500 120.10 120.10 

to 

1571 

Hot 

12X45 

+580 122.45 12245 

24 

919 

Total 



3868 3X467 


VXUAE DATA 

Open Mena and Wow dm staaa tor contracts 
traded on COEX. WWX, Off, NICE, CAE, CSCE 
and « GnOt CS m om day in amn. Wane 6 
Open Merest totals am far Ml Mad months. 


NDICES 


■ Benen (Base la&ji a ioo] 

Mot 5 

Hay 1 anrih ago 

year aga 

1621.0 

1630.7 1657 B 

1988.7 

■ OB Feta ease 1967 = 100) 


MW 4 

MiyT manta ago 

year ago 

225.75 

22387 


■ esa spot (Bsc Ian - 1001 


MOT 4 

May 1 raaata ago 

year ago 

ID 

16882 HBriJ 

istra 

UE MAflEKOOE STDCAS (team) 


Atenawm 

-125 ta 

6M8OO 

Atantaka atay 

-20 to 

50.100 

COBPW 

-183 la 

260875 

lead 

- a 

107850 

m 

♦228 a 

64860 

flat 

-875 D 

458825 

Tin 

-85 10 

6325 


MEAT AND LIVESTOCK 

■ UWCAntf Q« (4QJOOIH: canted 

salt Dafa Open 

Mca dongs fflpb Lta M lit 

Job 88800-6525 69550 68.700 7879 42820 

Aug E9.425-6525 76000 69800 2J12 2X751 

Od 6X450-6225 69800 60800 B8B 1X530 

Dec 70225 -0225 76525 79200 279 4849 

Feb 71800-6125 71800 71800 13 1,499 

Apr 7X200 -a 150 72500 72175 37 612 

Total ItyHW 66JB2 

■ LEAH BOBS Qffi(40.00W»B; cate/fcp 

14.107 
68E9 
4846 
3863 
3387 
637 
32891 

■ WBKBaigSOff (40800UB;cart3fflte 

May 3.775-6375 59875 58400 706 1817 

M 57875 -6375 56200 56800 1818 4.407 

Aug 55.100+6050 55.950 54.13 181 1.029 

Sqi 4X100-0.400 48.63 48.100 3 26 

taw 45800-6700 4623 46300 3 228 

ToM 2,767 7207 


LONDON TRADED OPTIONS 

SMut price I Maw —Cali— — P 



Bay 4 Pm. day 

Comp. lte»y 112.B2 11222 

15 dn *erage 11B80 119.18 

■ WflTE SUGAfl LIFE (3 mmas; SIWSM) 


(99.7%) LME 

Jw 

Sap 

Jun 

Sep 

1450. 

IB 

57 

39 

52 

1500. . 

5 

36 

76 

80 

1550 

I 

22 

122 

115 

■ comi 





(Grata A) UE 

Jwi 

Sep 

Jin 

Sap 

1700 

175 

1ST 

5 

34 

1800 _ __ 

85 

1» 

» 

70 

form 

40 

72 

69 

121 

■ CttVBLJTC 

Jri 

Sap 

Jri 

Sep 

lfKO 

71 

120 

71 

170 

mn 

53 

109 

103 

209 

1CKA 

39 

102 

139 

KB 

■ CQCOALFHc 

Jri 

Sep 

Jri 

Sep 

1075 

43 

71 

35 

32 

1100. 

31 

57 

38 

43 

1125 _ 

25 

44 

57 

55 

■ BOSfT OBOE PE 

J« 

Jul 

An 

Jri 

1*50 

52 


- 

. 

fcfm 

22 

- 

- 

- 


153 


LONDON SPOT MARKETS 

■ CBQDC OL FOB gw banag + 




MUliJiflate 


CROSSWORD 

NcSiw Set by'DARCY’ 


Data 

SI 3.07-309* 

■4L2S 

am ami Ktcwq 

S14.12-4.18 

-OS8 

am Send (Jun) 

S14.70-476 

-933 

W.TJL 

£1X38-5 4te 

-054 

■ ox FMODCTS NWE prompt defray CP (mm 

PiBBaom Gasofea 

SI 68-168 

-2 

tea 08 

Si 36-138 

-3 

Heavy Fuel 01 

S71-73 


tesMo 

SI 38-141 

+5 

Jd tueri 

SI 50-162 

-15 

Dtaad 

SI 41 -143 

-as 

■ IwnORAi. GAS ftaoemem 

Bacton (jafl) 

9.15-9X5 

-907 

ftHtaai Agai th imam Anns jss mi 


m omai 



Qrid Qnr troy mj* 

S3032S 

-270 

s*»ar tier troy 

ffl3J0c 

♦950 

Ratoon (per toy «y 

S39900 

+900 

Pribdhao (per nay ai) 

535X00 

-5JX1 

Copper 

890c 


Lead us prod! 

45.00c 


Tin (Kknla Lnnpri) 

2129T 


Tin Ptaw 1WJ 

27X6 


CalBa (Aw «rigM) 

8X70p 

-OJB* 

3«ep fltoa writas 

121 J2p 

+1900- 

Rg& (tw vtegU)t 

6X48p 

+OSV 

bon. (by saga (raw) 

5215.70 

♦050 

Un. day sop (m3 


+930 

Bartey (Bv toed) 

UK) 


Mala (us ho3 YUM) 

£10996 


Wberi (US oaik NnrOT 

to*) 


ftWOT(Mey)f 

48.75p 


nntartMOV 

. 47.7Sp 


uw (KLRSSN01) 

29750a 

■900 

OKcaat w (PWftS 

TlOOy 

♦16j0 

MnOBWaby-S 

675J3 

-75 

CcpaiPwS 

$4ixoy 

+190 

SoyriuansjUS) 

177 J) 

+20 

Critae OriartA' tads 

63.45 

•055 

HMtapc (64a Super) 

394p 




OF 

ISUoanb 


ACROSS 

1 Carefully selecting house, 
outwardly snug 16) 

4 Does a turn demonstrating 
60 ’s dances (6) 

8, S down Maybe naive, 
rejected non-alcoholic 

drink (7,5) 

9, 18 Be re-elected, possess- 
ing great stamina (7,5) 

11 1 try to sneak my deliveries 
past strikers - not on at 
first (3-7) 

12 Gaze with love, ignoring all 
outsiders? It's tbe sea ( 4 ) 

13, 23 Trimester studying 
some classics, maybe in 
part of Paris (5,7) 

14 Same boards scheme with 
ruling body (8) 

IB Such secretion is mostly 
unintelligible (8) 

18 See 9 

20 It's a nuisance to make 
sore things are tied up ( 4 ) 

21 One's capitalised on being 
given nomination ( 8 , 4 ) 

23 See IS down 

24 See 21 down 

25 Reveal former attitude (6) 

26 Indigestible material could 

- that’s not 

hard ( 0 ) 

down 

1, 10, 22 To unravel poison- 
er's crime, fetch fully qual- 
lfled detective (5,9,5) 

2 Disturbed by part of chap- 
ter in part of the Bible ( 7 i 


3 I can provide reams on 
Queen Victoria, maybe in 
advance (9) 

5 See 8 across 

6 Take over the Jumbo in 
today’s Times? (7) 

7 Late drink reading tabloid? 
A distressing experience (9) 

10 See 1 down 

13 Girl with unfinished duties 
suffering fatigue (9) 

15 One's quoted as being 
upset with Shaw's play (9) 

17 Rough 5 down drawn far 
audience, to cause tears 
(4-3) 

19 Got round wife, and went 
fishing (7) 

21, 24 across Urge the Tale, 
for example, to provide 
area Tar correspondents 
(5,7) 

22 See l down 

Solution 9,673 



9 
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FINANCIAL TIMES WEDNESDAY MAY « 1998 


LONDON STOCK EXCHANGE 


Footsie loses gains to slip back below 6,000 


MARKET REPORT 
By Steve Thompson, 

UK Stock Market Editor 

The FTSE 100 lost its grip on 
the 6.000 level yesterday, 
burdened by a poor opening 
performance by Wall Street 
and switching prompted by a 
significant decline in ster- 
ling. 

After the frantic weekend 
activity surrounding the 
leadership of the new Euro- 
pean Central Bank and the 
establishment of the new 
European single currency - 
the euro - the pound fell 
away against most leading 


currencies amid growing 
expectations of interest rate 
rises across Europe. 

Fears of such moves were 
triggered by the Danish 
authorities, who increased 
their rates, bringing an 
instant response from other 
European currencies, most 
notably the D-Mark, against 
which sterling dipped 
around 2 pigs. 

The turbulence surround- 
ing the leaders never came 
near to disturbing the seem- 
ingly relentless advances by 
the market's second-line 
stocks and small caps. The 
FTSE indices representing 
both areas of the market 


extended their recent 
upsurges to fresh peaks. 

Hampered by another 
burst of persistent selling 
across the financi al sec tors 
of the market, the FTSE 100 
ended an erratic session 23J5 
lower at 5,986.5, halting a 
sequence of four straight 
winning performances by 
the London market's bench- 
mark index. 

There were no such uncer- 
tainties surrounding the 
FTSE 250 and SmallCap. The 
former raced up again to hit 
a new Intra-day record of 
5,682.4 before finishing the 
day 29.3 ahead at a closing 
high of 5,682^. The FTSE 


SmallCap closed 8.4 firmer at 
a peak 2.6653. 

Weakness in the front-line 
stocks was in sharp contrast 
to the opening performance 
of the market which saw the 
FTSE 100 kick off in great 
shape and advance to a ses- 
sion high of 5064.fi, op 543. 
during the first flush of 
excitement prompted by the 
“euro effect”. 

Sentiment was addition- 
ally enhanced by Wall 
Street’s excellent showings 
on Friday evening and Mon- 
day, when the Dow Jones 
Industrial Average pushed 
ahead to a record dose. 

But the bullish sentiment 


was quickly eroded, the 
Footsie slipping within an 
hour of the opening and 
never regaining its early 
poise. 

Downside damage to the 
market was once again 
focused on the banking sec- 
tor. where the big mortgage 
lenders were bit by signifi- 
cant filing linked to the 
perceived fierce competition 
in the sector. Alliance & 
Leicester and the Halifax 
were prominent amor® the 
worst performers in the 
Footsie. 

The strategy team at 
Credit Suisse First Boston 
said in their latest strategy 


FFSEAI-Shaie index 


gmdhr shams tracM 
lisaowbynknauM^ 
-«do 


report “While last week's 
benign US economic num- 
bers helped to pull markets 
out of a sharp dive, it seems 
too early to conclude that 
global turbulence has 
passed. Uncertainty about 
interest rates within Europe 
stiD remains a live issue.” 

The strategy team at Gold- 
man Sachs said it had 
revised earnings Forecasts 
for the UK to reflect slowing 

activity. The US Investment 
bank cut its earnings growth 
forecast to 6 per cent, from 8 
per cent, against a consen- 
sus figure of 9 per cent 

Turnover In equities at 
6pm was 8373m. 


asm » 

. «*.. - -m 

eammnSEkZnMr&x 

knflces »d ratios 
FTSE tOO SB8&5 

FTSE 250 S682J3 

FTSE 350 ; . 38887 

FI* M-SteB 2817-38 

FI5E Af-Shan ]MS . MO 

Best p erfor ming sectors 

CTpnwengg vg ncJti 

2 PJwrM« 

3 a BqdoraOoa 

4 Litem & Hotel* 

5 nemanac* — 



-238 FT 30 387** +2.1 

*293 FTSE Mnft-filB ptt 23.18 22J2 

-&5 FTSE 1 00 Ft* Jua SOU .-SO.3 

_&41 10 T GOT y&d MO 

283 long gOMBiV **>■*> 2.11 2.16 

Worst perfuming sectors 

+29 1 Sinks Heal — — . -19 

*1.4 2 Oft tWM -11 

*1.2 3 Odwr FSHBCte 19 

_,i i 4 now** Food la 

*1 1 5 RMOUTCM -08 


A P- T Bank of Scotland lost 14 to 

r\ Ql 1 J JLi 96lp in front of tomorrow's 

interims. 

J f PowerGen was the best 
3 nP/l il • |T Footsie performer for much 

or yesterday foUowing week- 
i m end press reports of a poten- 

|HPPf|T|0 tial merger with Houston 

W I'Kllg Industries of the US. 

Shares in the UK's second- 
pn M pnuipq oppORT largest generator traded up 

Mr™™ 1 " M™*. 1 33 at best, but ended a net 18 


By Peter Jotai and Martin Brice 

Banking stocks were heavily 
sold and. as one of the big- 
gest groups of the Footsie, 
were responsible for leading 
the market lower. 

The main thrust of the 
weakness came from the 
mortgage lenders ahead of 
the annual meeting from 
Alliance & Leicester, which 
was scheduled for 7pm last 
night to accommodate small 
shareholders. 

The shares fell 57 a -a to 
S32 1 ip. a slide of 63 per cent 
and the biggest percentage 
drop among the 350 biggest 
stocks in London. However, 
one broker said the sharp- 
ness of the fall reflected a 
big late rise on Friday, possi- 
bly because of an errant 
trade. 

The meeting, to be held 
just outside Leicester, fol- 
lows reports over the past 
fortnight from Abbey 
National and Halifax, which 
both spoke of tough condi- 
tions in the market. Halifax 
shed 18 to 782p and Wool- 
wich was off 13V* to 334’/ip. 

HSBC was hit by big falls 
in far eastern markets that 
have been affected by civil 
unrest The stock, which is 
also a very big constituent of 
the Hang Seng index, fell 73 
to £1835. Elsewhere, Royal 


higher at 825p, while rival 
National Power was steady 
at 582p. Shares in Houston 
and PowerGen rose in New 
York trade on Monday. 

Analysts said there was 
evident synergy in terms of 
both companies' interna- 
tional businesses. They 


FT 30 INDEX 


pointed out that Houston 
has projects in Latin Amer- 
ica where PowerGen has 
nothing and PowerGen has 
projects in parts of the 
Pacific where Houston has 
nothing. However, there 
were doubts about the bene- 
fits to the core businesses. 

Neither PowerGen nor 
Houston were prepared to 
comment, but the story built 
on speculation last week 
that suggested PacifiCorp of 
the US might be keen to link 
up with PowerGen after fail- 
ing to secure Energy Group- 
Energy eased lVi to 837p. 

The information technol- 
ogy sub-sector continued its 
relentless rise, with atten- 
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tion on such shares focused 
by the launch by Merrill 
Lynch of a monthly news- 
letter for clients. In the sub- 
sector, Logics was notable 
for a gain of 55 to £16.60. 

Keith Woolcock at the bro- 
ker told clients: "The 46 per 
cent rise in London's IT 
index since its creation in 
January has split investor 
opinions: they are either ter- 
rified or electrified. 1 * 

He said that although the 
forward price/earniogs ratio 
for the index stands at about 
40. investors should be over- 
weight IT shares. He also 
said the high r ating enjoyed 
by such shares could lead to 
London becoming a magnet 
for flotations. 

One of the prime movers 
behind the surge in IT stocks 
has been spending by the 
financial services industry. 
one of the largest areas of 
the UK economy. 

“We would argue that UK 
IT shares deserve a higher 
rating relative to their home 
market than comparable 
stocks in America or on 
mainland Europe,” said Mr 
Woolcock. 

However, he said Microsoft 
was exerting pressure on 
Psion, and its shares had 
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further to falL Psion, which 
has faiipn 40 per colt since 
February, rose 13 Vi to 286p. 

Shares linked to the 
strength of sterling were the 
focus of attention as the 
pound weakened against 
both the D-Mark and the dol- 
lar. Their good performance 
p owered the FTSE 250 as it 
outperformed the Footsie 
index. 

Foremost amnng thu gain- 
ers was British Steel, the 
most-heavily geared play on 
sterling, which rose 5% to 
I67%p. However, the best 
Footsie performer was Blue 
Circle, which recovered from 
recent tmderperformance as 
it rose 15 to 380p. 

LucasVarity up 

LucasVarity was partly 
helped by comment from 
Merrill Lynch, which 
increased its 12-month juice 
objective fbr the shares from 
270p to 3l0p. 

Adam Co llins at the bro- 
ker said the bid by Dana of 
the US for American car 
parts mflkgr B cfalin was at 11 
timps earnings while Lucas- 
Varity stock stood at just 72 
times earnings. 

He said LucasVarity’s 
first-quarter sales had been 
strong, while an analyst visit 
to its award-winning US 
brakes operations in June 
could produce positive news- 
flow. The shares gained 6 l A 
to 282%p. 

In the FTSE 250, Glynwed 
International rose 17 to 32lp, 
while H Group gained 14 to 
550p. 


EMI failed to benefit from 

a wealth of weekend press 
stories about possible bid- 
ders for the music publisher. 
With the absence of any 
news yesterday the stock 
drifted lower. 

Some traders suggested a 
bid would be made first 
thing this morning and 
would come in at around 
800p a share. But file shares’ 
slide of 12 to 588p did not 
suggest Imminent activity: 

Most Sunday newspapers 
ran repor ts on EML which 
an Friday confirmed it had 
been approached by a poten- 
tial suitor, widely supposed 
to be Seagram. 

One said Carlton Commu- 
nications was considering an 
offer although it would have 
problems mounting a bid 
with a market value of 
ELlbn compared to the £6bn 
EMI is expected to fetch. 
Another said EMI was con- 
sidering a £lbn disposal of 
its music publishing busi- 
ness to fend of a would-be 
hostile bidder. 

However, most agreed that 
Seagram of the US was the 
most likely contender even If 
it might not yet be offering 
enough to satisfy EMI share- 
holders. Carlton closed 2 off 
at 518p. 

Newcomer JWE Telecom, 
which distributes and 
repairs telephone handsets 
and was placed at I03p, 
opened at 117p and rose to 
125p. 

Top-of-the-range first- 
quarter profits from BP 
failed to help the shares, 
which languished 13 Vi lower 
at 936. SG Securities has 
shaded its full-year profit 
forecast to just below £23bn 
which is £500m below last 
year’s reported figure. 

The shares were not 
helped by the underlying oil 
juice, which was down about 
30 cents in London trading. 
Shell Transport, which 
reports tomorrow and which 
Is less exposed to oil prices, 
was firmer, slipping only 2% 
to 452Vip on very heavy turn- 
over of 29m shares. 
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MARKETS 


Investors unsettled by interest rate moves 


EMERGING MARKET FOCUS 




WORLOOyHHyiEW 

Interest rates moved in both 
directions in Europe yester- 
day. but a tightening by the 
Rank of Denmark appeared 
to score a visible points vic- 
tory over another easing by 
the Spanish central bank, 
writes Jeffrey Brown. 

As a result, the D-Mark 
rallied to a three-month high 
against the dollar, and 

equity markets - with the 
single exception of Athens - 
were turning lower long 


before a weak start on Wall 
Street set the seal on a dull 
day’s trading. 

Germany led the way 
down among the major cen- 
tres, unwinding all of Mon- 
day's gains and more as 
tighter money markets and 
talk of an Imminent upward 
rate move by the Bundes- 
bank unsettled financials. 
Dresdner Bank fell 4 per 
cent, but big exporters like 
Volkswagen and MAN were 

not far behind. 

The Danish rate rise 


stemmed from local cur- 
rency difficulties, with the 
krone under fire from the 
industrial strike, now in its 

second week, that is keeping 
a fifth of the workforce at 
home. 

Nevertheless, ft served to 
remind Investors of the gen- 
eral feeling of unease about 
Interest rate trends that eco- 
nomic expansion in the US 
and Europe has begun to 
provoke. 

In this respect, the next 
set of US non-farm payroll 


figures, due on Friday, could 
be critical. Some brokers are 
talking about a significant 
rebound for US job totals 
after the unexpected decline 
thrown up in March. 

Whatever the Immediate 
interest rate trends, the 
long-term bull argument for 
Europe's equity markets 
remains Emu and the rapid 
Inflow of funds eager to ride 
on the back of economic and 
monetary Integration. 

In their latest assessment 
of Emu as a harbinger of 


change, Salomon Smith Bar- 
ney paints a picture of 
Europe's stock market land- 
scape 10 years hence that is 
almost mouth-watering. 

The broker looks to equity 
markets In Europe to expand 
dramatically over the next 
decade: “In today's money, 
Eurozone equities could 
grow from S3,600bn to 

57 ,500b n." 

Salomon puts its faith in a 
radical increase in new issue 
flows, continued high con- 
sumer savings ratios and 


growing institutional invest- 
ment demand. 

The wealth of the Euro- 
pean population In terms of 
GDP is not far behind the 
US, it says. But the supply of 
public equity lags visibly. If 
all goes well, the next few 
years should usher in dra- 
matic change. 

The ratio of stock market 
capitalisation to GDF In 
Europe is 57 per cent, little 
more a third of the 147 
per cent ratio to be found In 
the US. 


Budapest hungry 
for new issues 


Profit-taking Dax falls on new rate fears 
sends US 
shares lower 


AMERICAS 


US shares followed bond 
prices lower, and the Dow 
Jones Industrial Average 
was almost 50 points down 
by midday, writes John 
Labate in New York. 

Prices gave way to moder- 
ate profit-taking early In the 
session, with moat sectors 
falling back. By early after- 
noon the Dow was down 
49.33 to 9,143.33, and the 
broader Standard & Poor's 
500 fell 5.80 to 1.11GL27. 

US Treasuries also weak- 
ened. The benchmark 30- 
year bond had lost £ to 
102 A, sending its yield 
higher to 5.958 per cent 

Two major cyclical shares 
led the Dow lower. Interna- 
tional Paper fell Si A to $52 > /< 
and Caterpillar lost SI to 
S5TC. 

In the health sector, 
Entremed shares lost 10 per 
cent or $4tf to $47. The stock 
soared more than 300 per 
cent on Monday after a 
newspaper report mentioned 
its cancer-fighting drug 
product 

Shares of Cendant fell $% 
to S24£ after the company 
reported earnings slightly 
higher than expected. 

Internet stocks were 
mixed, a day after the news 
of two new deals. Shares of 
Netscape Communications 
rose more than 6 per cent to 
$31% on its alliance with 
search engine Excite. 
Exclte’s shares rose $8 to 
873V But Lycos, the search 


engine that announced a 
new three-year contract with 
AT&T, fell $8 to S67U. 

Other technology stocks 
were similarly mixed, send- 
ing the Nasdaq composite 
down 9.01 to 1.869.B5. Cisco 
Systems, the computer net- 
working leader, fell $8 to 
$74. while computer chip 
maker Intel last S-ft to $81ft. 

Banking shares followed 
bond prices lower. The Phila- 
delphia stock exchange's 
banking index fell 14.35 to 
857.36. Among the fallers. 
NationsBank lost S1V. to 
$7514 and BankAmerica 82ft 
to $83%. 

Small-cap shares lost 
ground as welL The Russell 
2000 index fell 2.82 to 482.64. 

TORONTO was weak In 
morning trade as growing 
fears of higher interest rates 
sparked a widespread 
sell-off. 

The fears followed com- 
ments by an International 
Monetary Fund official who 
predicted that the US would 
need to raise rates sooner 
rather than later to dampen 
the high-flying US stock 
market 

Worries over the forthcom- 
ing release of the latest US 
employment data also 
spooked the market 

By midsession, the TSE- 
300 composite Index was 
21.10 lower at 7,716.20 in 
weak volume of 26.6m 
shares. 

Against the trend, New- 
bridge Networks gained 
C$1.35 to C$46.15. 


Sell-off fears at Telebras 


SAO PAULO edged lower in 
spite of hopes of a technical 
rebound following its decline 
on Monday. 

The Bovespa Index fell 101 
to 11,406 on concerns over 
the privatisation of Telebrds, 
the federal telecom com- 
pany. and falls in Asia and 
Europe. 

Telebras fell RS2.29 to 
RS135.01. Reports yesterday 
by Andre Lara Kesonde, the 


new president of the 
National Development Bank, 
that the government was 
studying the sale of Tele- 
bras. triggered uncertainty 
over his commitment to 
reform. 

SANTIAGO was dragged 
down by weakness In over- 
seas markets and falls in 
ADRs of Chilean companies. 
The IPSA Index fell 9.63 to 
4,569.20. 


Bullish governor unheeded 


SOUTH AFRICA 

Profit-taking sent Johannes- 
burg lower as weak global 
markets and disappointing 
reserve figures outweighed 
bullish comments by Chris 
Stafe. Reserve Bank gover- 
nor. that economic funda- 


mentals justified lower Inter- 
est rates. 

The overall Index lost 140.9 
or 1.7 per cent to 8,123.3. 
Industrials gave up 179.0 to 
9.761.2 and financials fell 
254.9 to 13,728.5. Golds were 
unchanged at 1,032.1 as bul- 
lion stayed range bound. 


EUROPE 

Renewed speculation that 
the Bundesbank may act 
soon to raise interest rates 
sent the D-Mark higher 
again st the dollar and left 
FRANKFURT equities more 
than 2 per cent lower. 

At the close of electronic 
trade, the Xetra Dax index 
was 111.55 down at 5,226^0. 

Mann es man n was one or 
the day’s big losers, felling 
DM67.40 to DM1 .477.50 after 
outlining plans to issue new 
shares in a capital increase 
In June. 

B anks were also under 
pressure with Dresdner 
down DM4.15 at DM99.45 and 
Bayerische Hypo DM4.65 
lower at DM104.35- 

The day's corporate report- 
ers had a rather better day. 
SGL Carbon, the carbon and 
graphite processor, jumped 
DM7 to DM200 in response to 
substantially stronger first- 
quarter results and an 
upbeat outlook. 

Phoenix, the rubber and 
plastics group, picked up 
DM2 to DM38.50 as the com- 
pany annnunewri a sharp rise 
In first-quarter pre-tax profit 
and detailed an improve- 
ment in 1997 net profit. 

Degussa, however, slipped 
75 pig to DM1CKL50 in spite of 
posting substantially higher 
first-half results. 

COPENHAGEN dropped 
almost 4 per cent as shares 
were hit by a surprise inter- 
est rate rise by the central 
bank and the collapse of 
talks seeking an end to the 
industrial dispute keeping 
around 20 per cent of the 
workforce at home. 

The KFX index closed 
down 9.42 to 231.56, led lower 
by banking shares. The Dan- 
ish central bank raised its 
discount and repo rates by 
50 basis points to support 
the krone, which had been 
under pressure la recent 
months. 

Investor confidence was 
dealt a further blow when 
the country's largest trade 
union group rejected a pro- 
posed settlement by employ- 
ers to end the strike which 
was In its ninth day yester- 
day. and Involves almost 
500,000 workers. 

Banks were hit as bond 
portfolios lost value on the 
tumble in bond prices. Den 
Danske Bank fell DKr50 to 
DKr840 and Unibank 
declined DKr27 to DKr578. 

Other blue chips were also 
lower with Novo Nordlsk. 
the biotechnology group, 
retreating DKr50 to DKri.100 
and telecoms operator Tele 
Danmark down DKrl9 to 
DKT574. 

PARIS ended lower, but 
trading was narrow and 
tbere was no shortage of 
firm features. The CAC 40 
index ended off 29.324 at 


Danish eqidtfas 
kxKea rebate 



3,944.91 having moved 
within a range of less than 
30 points. 

Strong sales got behind 
Alcatel Alsthom, lifting the 
shares FFr20 to FFr1,175. 
Usinor rose FFrl.50 to 
FFr94J0 after Morgan Stan- 
ley initiated coverage with 
an “out performer” rating 
and a target price of FFr105. 

CCF bounced FFr6.30 to 
FFr499.90 on a renewed 
round of takeover rumours 
that picked a number of Mg 
Dutch names as potential 
suitors. ING and ABN Amro 
were among the front run- 
ners. The latter put out a 
“no comment" statement 

Oils ran Into profit-taking. 
Elf Aquitaine came off FFr20 
at FFr788 and Total FFrll at 
FFr724. Lafarge ran up the 
day's heaviest loss, sliding 
FFr19 or 3.2 per cent to 
FFr570. 

ZURICH fell prey to profit- 
taking after the near 6 per 
cent rally of the previous 
two sessions. The SMI index 
closed 44.6 lower at 7.5863, 
under pressure from 
renewed interest rate wor- 
ries In Germany and the 
softer tone in US stocks. 

UBS and SBC performed 
better than most blue chips 
as the Swiss competition 
commissioner gave the 
go-ahead to their merger 
plans. UBS eased SFr2 to 
SFi2,545 and SBC was fiat at 
SFr549. CS Group lost SFr5 
to SFr329J30 with Investors 
said to be switching into 
UBS. 

Against the trend. Holder- 
bank, the cement maker, 
gained SFr70 to SFrl.665 on 
a buy recommendation from 
a private bank. 

AMSTERDAM fell 22.86 to 
1,174.37 on the AEX index 
after a further round of 
tightening in the money 
markets and a dull day for 
bonds. 

Publishers ran up some or 
the biggest losses with Wel- 
ters Kluwer and Elsevier 
both felling more than 4 per 
cent by FI 12.70 to FI 259 and 
FI 1.40 to FI 30.20 respec- 
tively. 

Interest rate concerns 
gnawed away at financials. 
ABN Amro gave up FI 1.40 to 


FI 50.70 while Fortis Amev, 
off F12£0 at FI 124^0, was 
also hit by scare stales sug- 
gesting that its “alliance 
talks" with Generate Bank of 
Belgium had broken down. 

KNP BT lost FI 1.40 to 
FI 55.60 after local broker 
Van Lanschot reduced 1998 
earnings forecasts for the 
packaging leader by 7 per 
cent an worries about oper- 
ating margins. Software 
group Baan came off FI 7.60 
to FI 8720. 

MADRID shed 2 per cent, 
led by sharp declines in blue 
chips In spite of a cut in 
money market rates to 
record lows. The general 
index fell 1&98 to 873.3. 

The Bank of Spain's deci- 
sion to cut its key money 
market rate by 25 basis 
points to 4.25 per cent 
marked the latest move In 
Spain's drive to bring 
short-term rates in Una with 


those of core European coun- 
tries. 

Telefonica lost Pta200 or 3 
per cent to Pta6,470 while 
Endesa, the utility, retreated 
Ptal40 or 3.7 per cent to 
Pta3,660. 

MILAN edged lower in 
thin trading as a sell-off in 
blue chips depressed senti- 
ment. The Mlbtel index 
closed down 236, or I per 
cent, at 23,826. 

Banca di Roma fell L65 to 
L8293, while Eni lost L239 to 
L 12.161 after the government 
said It planned to sell a 
fourth tranche of the com- 
pany, later this year. Oli- 
vetti, was among the few 
bluechtp gainers, rising L61 
to L2.468. 

ATHENS quickly over- 
came early weakness on 
news that the government 
would give details of Its plan 
to sell Ionian Bank on 
Thursday. 

Financials led the mar- 
ket's advance with a 3.6 per 
cent cUmh on renewed hopes 
for consolidation in the baa- 
ing sector, but Industrials 
and constructions eased 02 
per cent and 1.3 per cent 

The general index firmed 
31.72 or 1.2 per cent to 
2,634.64. Ionian Bank 
climbed Dr988 to Dr 13 273 
while its parent bank, the 
Commercial Rank of Greece, 
jumped Drl.561 at DrtOJMl. 

HtMKOalmaaMHMniMiimimaiKi.iimHiiXai 

Written and edited by 
Michael Morgan, Jeffrey 
Brown. Emlko Terazono, 
Peter Hall and Paul Gregan 


When the Budapest stock 
exchange index, the Bux, 
broke through the 9,000 level 
to hit an all-time high on 
April 23. Balazs Csato was 
not too impressed. “I 
thought it would go down,” 
he said. 

Though a carpenter by 
trade, Mr Csato, 27, Is at the 
bourse almost as much as 
the besulted brokers. He is 
one of 200 small investors 
who pack the visiting area 
every day to lay out from 
Ft50,000 ($250) upwards on 
fended shares. 

A stock exchange veteran, 
he can remember the 20- 
month bull run that came to 
an abrupt end last August 
with the index near 8,500- 

Mr Csato, and others 
around him, are under no 
illusions. “A run like that 
won't happen again," says a 
52-year-old unemployed 
Twwsnn But he la still more 
Into blue chips than chip- 
ping stone. 

Not that the players - big 
and amall - don't see gains 
ahead, just that the beady 
days of 1696 and 1997 are 
over. “This year will see 
40-50 per cent growth In 
forint terms," predicts Lor- 
inez Benedek, head of CAIB 
Securities fund manage- 
ment 

Perhaps spoilt by the 
recent past, Mr Benedek 
almost sounds disappointed 
with his own forecast before 
quickly adding: "But that's 
still a good investment I'm 
quite optimistic." 

Nor is he worried by this 
month's elections. “Every- 
body Is waiting, but privati- 
sation is already done. It 
doesn't matter in the macro 
sense." Mr Benedek favours 
mid-sized companies, such as 
the industrials moving to 
supply the export-driven 
engineering sector. 

The recovery since Decem- 
ber has been driven by four 
big corporations - Matav, 
Mol, Gedeon Richter and 
OTP Bank - says Glenn 
Wellman, of Credit Suisse 
Asset Management. The 
result is an evaluation gap 
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Manila spurred by poll hopes 


ASIA PACIFIC 

Aggressive buying of blue 
chips enabled MANILA to 
extend its winning run Into 
a fifth consecutive session as 
local Investors positioned 
themselves for a further 
market rally after next Mon- 
day’s election. 

Tho composite Index 
gained 59.06 or 2.7 per cent 
to close at 2JK7.18 In modest 
turnover of 1.5bn pesos. 

The buying was mostly 
local with Investors sold to 
be scenting a smooth run 
through to polling. 

Investors were also said to 
be more concerned about the 
way the election was going 
to be conducted than about 
who would win the 10-way 
presidential race. 

Beupres Holdings rasa 60 
centavos to 8 pesos and Son 
Miguel added 3 pesos to 4550 
pesos. 

JAKARTA tumbled 2.4 per 
cent os Investors ran for 
cover after fuel price rises 
sparked fresh rioting and 
analysts cautioned that the 
outlook for the market 
remained bleak while social 
tension continued. 

The composite index lost 
10.83 to 435.16 os news broke 
of police opening fire on 
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demonstrators In the Bandar 
Selamal district near the 
centre of Medan, northern 
Sumatra. 

News that the Interna- 
tional Monetary Fund had 
agreed to disburse a delayed 
toon of nearly $lbn to Indon- 
esia bad little Impact. 

Among heavily traded 
blue chips. Astra, the car 
maker, fell Rp200 to Rpl.275 
with high interest rates 
expected to hurt vehicle 
sales. Telkom lost Rpl25 to 
Rp3,000. 

KUALA LUMPUR saw sell- 
ing of blue chips gather pace 
during the second half of the 
day, driving the composite 


index down 3 per cent as 
finance stocks and a handful 
of big names led the retreat 

At the close, the index was 
19.03 lower at 608.40. 

Worries about tbe health 
of brokerages reappeared 
after regulators banned 
Omega Securities from oper- 
ating and asked both Omega 
and Alor Setar Securities to 
say why their licences 
should not be revoked or 
suspended. 

HONG KONG was sharply 
lower on tbe heels of falling 
futures, in line with regional 
markets. The Hang Seng 

index lost 285.76 or 2.7 per 
cent to 10.153.66 after hitting 
a low of 10.132.63. Turnover 
picked up. but remained slim 
at HKSS.Ebn. 

Recent local economic 
data that have been indicat- 
ing a rapid slowing of Hong 
Kong's economy weighed on 
sentiment, as did news that 
local broker Forluxe Securi- 
ties had suspended its stock 
trading activities. 

Index heavyweight HSBC 
lost HKS4 to HK$22i. 
accounting for nearly a fifth 
of tbe total turnover. 

But red chips suffered the 
largest setbacks, largely on 
concern that many of the 
companies had lost the sta- 


tus and privilege of being 
linked directly to the State 
Council 

The China-Affiliated Cor- 
porations Index slumped 5.6 
per cent while H-shares shed 
4 per cent 

SYDNEY turned lower 
with the All Ordinaries 
Index slipping 8£ to 2J3C&5. 
Volumes were thin with 
investors said to be sitting 
on their hands ahead of a 
number of heavyweight 
results later this week. 

National Australia Bank, 
which reports interims 
tomorrow, added 6 cents to 
AS22.02 and there was an 8 
cents gain to AJ10.M for 
News Carp ahead of third- 
quarter figures on the same 
day. 

WELLINGTON moved 
higher, adding 10.40 to 
2,248.09 on the 40 capital 
Index. NZ Telecom pared ini- 
tial gains, but still ended 2 
cents better at NZ$8.58. 
Fletcher Paper gained U 
cents to NZ$2.75. 

Carin' Holt Harvey shed 1 
cent to NZ&24 as Investors 
positioned themselves ahead 
of Friday's results for the 
forestry leader. 

Bangkok, Seoul and Tokyo 
closed for public holidays. 


To the shareholders of 
m Great Nordic Ltd. 


The Annual General Meeting of the Company will be 
held on Monday 25 May 1998 at 330 pjn. at the 
Falkoner Center, Falkoner AIM 9, DK-2000 FrederDksberg, 
to transact the following business: 

a) Report on the Company's activities 

b) Presentation of the annual accounts for approval 
and discharge of the Board of Directors and the 
Executive Management from their obligations 

C] Resolution for the distribution of the net profit for 
the year, including the declaration of a dividend on 
the shares of the Company 

d) Board resolution to authorise the Board of Directors 
to transfer DKK 597,875,454 from the Company's 
share premium fund to free reserves (other reserves) 

e) Resolution that the Board be entitled to acquire 
up to to per cent of own shares 

f) Election of Board members 

g) Appointment of two auditors for the current 
financial year. 

From Friday 15 May 1998 the agenda and the full and 
complete resolutions to be proposed at the Annual 
General Meeting, as well as the Annual Accounts and 
consolidated accounts, Including the Auditors' Report 
and the Report of the Directors, will be available for In- 
spection by the shareholders at the Company's registered 
office, Kongers Nytorv 26, third floor, 1016 Copenhagen K, 
Denmark, and at the Company's offices in Great Britain, 
Great Nordic House, 204 Godstone Road, Caterham, 
Surrey and at 5G Hambras Bank Ltd.. 41 Tower Hill, 
London. Not later than eight days prior to the Annual 
General Meeting, the above material will also be sent to 
every shareholder on the Company's register erf members 
at such addresses as the shareholders have supplied to 
the Company. 

Admission cards to foe Annual General Meeting will, un- 
til five days prior to the Meeting, be available on request 
from the Company's office from Monday to Friday be- 
tween the hours of TO a.m> end 4 p.m. to any shareholder 
who can prove a good title to his shares. The ownership 
of shares issued to bearer shall be proved by the presen- 
tation of an original statement of account of foe share- 
holder's holding of Company shares, dated 13 May 1998 
and Issued by the shareholder's account-holding bank. 

Arty right to vote shall be conditional upon foe voting 
share being registered In the name of foe shareholder 
and entered In the Company's register of members and 
upon the shareholder being entitled to attend the meet- 
ing pursuant to the above-mentioned provisions. Where 
foe shareholder has acquired shares by way of transfer, 
the share shall furthermore have been registered in the 
name of foe shareholder by the date when the Annual 
General Meeting Is convened, or the shareholder shall 
have submitted notification and documentary proof of 
his title to such shares at foe time of foe notice conven- 
ing the Annual General Meeting. 

Copenhagen, 5 May 1938 

The Board of Directors 


TENDER NOTICE 

UK GOVERNMENT 
ECU TREASURY BILLS 
For tender on 12 May 1998 

1. The Bank of England announces the issue by Her 
Majesty’s Treasury of ECU 1,000 million nominal of UK 
Government ECU Treasury Bills, for lender on a bid-yield 
basis on Tuesday, 12 May 1998. An additional 
ECU 50 million nominal of Bills will be allotted directly to the 
Bank of England for the account of the Exchange 
Equafisation Account. 

2. The ECU 1,000 million of Bills to be issued by tender wlH 
be dated 14 May 1998 and will be In the following maturttias: 
ECU 200 million for maturity on 11 June 1908. 

ECU 500 million tor maturity on 13 August 1908. 

ECU 300 million for maturity on 12 November 1998. 

3. The tenders will be open to anyone who wishes to apply. 
All tenders must be made on the printed application forms 
available on request from the Bank of England or. In foe case 
of foe market makers listed In the Information Memorandum 
(as supplemented), by telephone. Completed application 
forms must be lodged, by hand, at tha Bank of England, 
Customer Settlement Services. Threadneedle Street. London 
not later than 10.30 a.m., London time, on Tuesday, 
12 May 1998. Payment for Bills allotted will be due on 
Thursday, 14 May 1998. 

4. Each tender at each yield for each maturity must be 
made on a separate application form for a minimum of 
ECU 500,000 nominal. Tenders above tills minimum must 
be In multiples of ECU 100,000 nominal. 

5. Tenders must be made on a yield basis (calculated on 
the basis of tha actual number of days to maturity and a year 
of 360 days) rounded to two decimal places. Eaoh 
application form must state the maturity date of the BIDS tor 
which application Is made, the yield bid and the amount 
tendered tor. 

6. Notification win be despatched on the day of the tender to 
applicants whose tenders have been accepted In whole or In 
part. For applicants who have requested credit of Bills to 
Ttabal form to their account with Eurocfear or Cedel Bank, 

HUs will be credited in the relevant systems against payment 
For applicants who have requested definitive Bills. Oils wM 

beavatoe tor collection at Customer Settlement Services. 
Bank of England after 1 .30 p.m. on Thursday, 14 May 1996 
provided cleared funds have been ersefitad to the Bank of 
England's ECU Treasury Bills Account No. 5900S516 with 
UoydsBank PLC, Bar* Relations. St Geonje’s House, PO 
00x 707, 6-8 Eastcheap, London EC3M ILL Definitive Site 
will be available In amounts of ECU 10,000. ECU 50,000, 
ECU 100,000, ECU 500,000, ECU 1,000,000, ECU 
5,000,000 and ECU 1 0,000,000 nominal. 

rtLS? SS3£. Trea8Ufy r0SerVea *e right to reject any or 

?■ JJ®. arrangements for the tender are set out In more 
detail In the Information Memorandum on the UK 
ECU Treasury Bill programme Issued by the 
Bank of England on behalf of Her Majesty's Treasury on 
zaMarch 1 989, and in supplements to the Information. 
Memorandum. All tenders will be subject to the previsions of 
foe Information Memorandum (as supplemented) and to foe 
provisions of this notice. 1 

o' 5° "Mon of Bills to be allotted directly to foe 

a r d fQr the acooun * of the Exchange 
,££? 0 4S* be for maturity on 
fcrlS 9 .^! 898, T ? esG BHte m ®y available 

Wr 

2SnniSSfni a °/« S® ,nf 0fTO8tIon Memorandum (and 
nS* t0 c 11 r^y J* obtained from the Manager, 
Ex change Division at foe Bank of 
rSSE£Ji? off ? n $ number 01 71 601 5982) . UK 
fl^JX 083 ^ Bil,s are ■ssued under the 
UHL®! LS?d 185 T' u tfie Nattorcti Loans Act 1968 end 
foe Treasury Bills Regulations 1988 as amended. 

Bank of England 
5 May 1998 




between these and the next 
tier of companies down, 
which includes 
and home-improvement com- 


Credit Suisse, which 
favours Hungary with over a 
quarter of Its $lbn Invested 
in central Europe, will target 
this layer in the next six 
months, says Mr Wellman. 

And with the big privatisa- 
tions over, more may follow 
that route. Following the 
SlOOm Demasz offering In 
March, another five electric- 
ity distributors are expected 
to list this year. 

But regulations limit their 
profitability, leaving moat 
investors lukewarm. “It 
doesn't excite me,” says 
Peter Kadas, manager with 
emerging market fond Croe- 
sus. He awaits new issues 
needing fresh capital, like 
biotech companies. 

The stock exchange is 
installing a Ftl.Sbn MMTS 
electronic trading system, 
and Zoltan Pacsi, chief exec- 
utive. has initiated a market 
lug campaign aimed at 200 
companies be thinks should 
be heading for the bourse. 

“Many of these need capi- 
tal, but they just think of 
bank loans. They are not 
familiar with the market, 
options,” says Peter Btehk, 
in charge of the campaig n. 
“Simply the Idea of coming 
to the stock exchange bas to 
be promoted.’* 

Kester Eddy 
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With the prospect of cheaper calls, Internet 
telephony will transform the economics of 
telecommunicatipn services for business 
users, reports Paul Taylor 



-up for 
telecom suppliers 


U ntil about a year ago. 
Internet or IP - 
telephony - the 
technology that 
enables voice calls to be routed 
over data networks - was mostly 
dismissed as not a viable 
business option. Handicapped by 
its low speech-quality and 
complexity, it was seen as little 
more than a hobby for computer 
•nerds" or a way for impoverished 
students to make cheap calls 
home. 

Now, however, spurred on by 
privatisation, liberalisation and 
deregulation in the telecoms 
industry and the emergence of a 
new breed of ‘data centric' 
network operators such as 
Qwest, IDT and Delta3, IP 
telephony it is set to enter the 
mainstream as a low-cost 
alternative to traditional 
telephone services for both 
individual consumers and big 
companies. 

For example. Qwest, the 
fast-expanding US-based fibre 
network telecoms upstart 
launched a cut-price IP telephony 
service aimed at the US 
consumer market in December. 
Users dial into the network with 
a local number, then enter a 
10-digit authorisation r codi and 
fixe telephone number they are 
calling. Long distance calls cost 
7.5 cents a minute - considerably 
cheaper than traditional call 
charges. 

“These are exciting times for IP 
telephony, 1 * says Mark Purdom of 
Ascend, the communications 
network equipment specialist 
But like most other industry 
insiders, be believes that while . 
consumer Internet telephony 
applications grab most of the 
headlines, it will be corporate 
demand for IP services that will 
ultimately drive IP telephony - 
not least because most large 
companies already have 
dedicated data lines or virtual 
private networks. 

“This is going to be a big year 
for IP telephony,” agrees Patrick 
Fetter-man, director of IP 
Telephony at US -based Natural 
Microsystems, a technology 
leader in the field of advanced 
telecommunications. “From the 
traditional telro’infrastructure 
to advanced applications in call 
centres, IP telephony is creating 
new markets, opportunities, and 
revenues." said Natural 
Microsystems in a recent report. 

In the US, the market for IP 
telephony services is expected to 
be worth about $30m this year, 
but by 3004. annual spending on 
Internet pbone calls will rocket 
to $2bn. or more than 4 per cent 
of US long-distance telephone 
revenues, according to Forrester 


Research, a market research 
group. “Intern ert telephony is 
about to get respectable," says 
Christopher Mines; a telecoms 
analyst with. Forrester and the 
author of a recent report on the 
subject. Another study by Frost 
& Sullivan predicts that the total 
IP telephony equipment market 
will have a compound annual 
growth rate of nearly 150 per cent 
for the next few years, reaching 
$1.89bn by the year 3001. 

Most industry analysts it 
unlikely that IP telephony wfll 
replace the traditional voice 
networks in the foreseeable 
future, not least because of the 
huge levels of investment tied up 
in the ‘plain old telephone 
service' and the relative sparsity 
of Internet access. But there is no 
doubt that IP telephony is 
already creating dramatic 
changes in the traditional 
telecommunications Industry 
forcing big telecoms operators to 
alter their strategies and in some 
cases, to set up their own IP 
telephony operations. 

I n technical terms, IF 
telephony represents the 
convergence of 
circuit-switched networks," 
such as the traditional Public 
Switched Telephone Network 
(PSTN) and leased tines, with 
packet-switcibed networks, such 
as the Internet or intranets, local 
area networks and other data 
communications technologies. 

.Instead of being handled as an 
analogue signal over the 
circuit-switched networks of the 
telephone companies, voice calls 
over the internet are cut tap into 
digital ‘packets’, compressed, 
t ransmit ted independently to 
their destination over the 
internet and are then 
re-assembled into speech. 
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Because these packets can be 
packed tightly together, they do 
not waste space cm the silences 
and pauses that make up a 
typical conversation, they make 
much more nffirinnt use of 
network bandwidth. 

“The driver has been to make 
better use of the most expensive 
resource - wide area bandwidth." 
say Richard Prawiey and Paul 
Shreeves, experts on IP telephony 
with Cisco, the network 
equipment market leader. Using 
compression ft is possible to 
squeeze up to 10 times more 
voice down a digital IP link than 
the equivalent analogue 

What is more, from the user 
point of view, an Internet 
telephone call costs the same, no 
matter how for the distance. In 
addition, by treating voice as 
another form of data and sending 
it over the same network as data, 
IP telephony is onahHng new 
applications that use the best 
characteristics of voice 

et mminnfraitfnna f»pri da ta 
processing: 

These applications can include 
PC-to-PC connections, 

PC-to-phone connections, and 
phone-to-phone connections. 
Example applications include 
voice over the internet or 
corporate intranets, fox traffic 
(both real-time and 
store-and-forward), unified 
messaging via the web, 
web-enabled call centres, internet 
call waiting, and much more. 

Companies will seize the 
opportunity to cut their phone 
bills by using new Internet 
services once sound quality 
issues are resolved, predicts 
Forrester. 

International calling, fox and 
intra-company phone raHs axe 
identified as three types of 
cnmmmricatton most s uited to IP 
telephony. The economics of fox 
transmission over the Internet 
are particularly compelling, 
because it does not matter if a 
fox is sent in the form of packets, 
is bounced around the network 
and then reassembled, with a few 
Bp coryfe delay, before being 
forwarded on to the recipient’s 
fax machine. UUNet recently 
launched a service called UUFax 
which takes fax transmissions 
that would have travelled over 
expensive long- dista nce 
telephone connections, and 
reroutes them over the Internet 

“The Net will provide the next 
generation of fax technology 
allowing mare companies to cot 
crippling communications costs," 
says Rony Homossany, in charge 
of sales and marketing at Ralinx 
whose FASSaFAX products 
wmhip companies to route faws 
via their existing date network or 



The rise of IP telephony traffic 
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the Internet 

Voice conversations are more 
demanding because network 
delays (latency) or lost packets 
can lead to an unacceptable 
deterioration In quality. Indeed, 
much of the scepticism 
surrounding voice over IP 
services reflects the Ttmitatinns 
of the first generation of Internet 
telephony software, launched in 
1995, which provided a means to 
talk only to people with, the same 
software. Sound quality was 
often poor, and intermittent 
delays forced users to adopt 
CB-radio style procedures. 

But the technology 
underpinning IP telephony is 
advancing q uickl y. The big 
breakthrough has been the 


introduction of ‘gateway servers* 
that link data networks to 
traditional telephone networks. 
In the ‘gateway*, analogue voice 
signals from a telephone are 
converted into digital packets 
based cm the IP standard, or vice 
versa. This enables PC users and 
companies with Internet links to 
place calls to anyone with a 
telephone. 

Sales of gateway servers 
supplied by companies such as 
VocalTec, the Israel-based IP 
telephony specialist, are expected 
to rise dramatically over the next 
few years to reach more than 
$1.8bn by 2001, according to Frost 
& Sullivan, the market 
researchers. 

Meanwhile, the sound quality 


of Internet phone calls is also 
improving. “The quality is 
already better than cellular 
phones," says Elie Whitman, 
founder and president of Delta 3. 
one of the market leaders. 
Indeed, Delta3 claims its service 
can actually offer better quality 
than existing lines from many 
developing countries - at a 
fraction of the cost. 

One way open to corporate 
users to further improve quality 
is to route voice calls over a 
private Internet-style network 
where bandwidth requirements 
can be effectively managed. 

An alternative is a concept 
called tag-switching, devised by 
Cisco and being evaluated as a 
standard by the in Internet 


Engineering Task Force. With 
tag-switching, the first packet 
carries the equivalent of the pass 
that allows business passengers 
to go through a fast lane at 
customs. It clears a path far 
subsequent packets. 

This type of technology will 
enable IP telephony service 
providers to offer quality of 
service (QoS) guarantees and 
provided tiered tariffs to their 
business customers. 

This ability potentially poses a 
serious threat to traditional 
phone companies. Phillips 
Tariff ca, a UK consulting group, 
estimates that US phone 
companies stand to lose $90Qm a 
year in revenues by 2001 and 
predicts that leading European 
carriers would also lose hundreds 
of millions of dollars. 

However, a growing number of 
traditional telephone companies 
including AT&T in the US and 
Germany's Deutsche Telekom are 
rising to the challenge. 

“Die Internet is a major farce 
for change and the key to huge 
new market opportunities for 
telecoms companies which have 
to decide whether they embrace 
the new Internet economy and 
take a lead in creating the fixture, 
or fight a rearguard action 
against it,” says Analysis, the 
Cambridge-based telecoms 
consultancy. Indeed, with IP 
voice traffic projected to rise 
from virtually zero last year to 
more than 45 bn minutes - or 
more than 25 per cent of the total 
- in 2003, there is little doubt 
that the migration of voice to the 
Internet win transform the 
economics of telecoms services. 

Nortel, the telecommunications 
equipment manufacturer, says 
that “voice over IP is the opening 
shot in a battle that wffl break 
down the barriers between voice 
and data carriers and reshape the 
industry.” 

In the process, business users 
as well as consumers, should 
reap the benefits of competition 
in the form of broader range of 
services and reduced costs. 

“In a few years, people will 
look back to an age where voice 
and data traffic were carried on 
separate networks with the same 
mixture of p uzzlem ent and 
humour with which many regard 
the stand-alone PC of the 1980s," 
says NortfiL 

“Certainly, the logic behind 
integrating the two types of 
traffic is inescapable." 
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This is 
the door 
the 

builders 
put in 


The promise of networked commerce. 
Stronger customer relationships. 

The ability to rapidly respond to 
a constantly changing marketplace. 

Where there’s a reason to put your 
business on the Internet, there’s a reason to 
rely on the expertise, strength and security 
of Cisco Systems - the company that 
brought the Internet to business. 

Look for the Cisco Powered Netwotk“ 
mark. It means your network service 
provider uses Cisco equipment - the 


common platform that lets your network 
work with any other network on the planet. 

Which is why Cisco Powered Network 
service providers are uniquely equipped to 
make the Internet work for you, whether it’s 
Inrerner access, ATM, frame relay or other 
data services. 

To find out more, visit our website 3t 
www.cisco.com. And let a Cisco Powered 
Network service provider 
open up the Internet 
for your business. 

a 

Empowering the 

Internet Generation" 
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Industry leaders Microsoft and Intel are 
facing mounting antitrust pressures, 


reports George" Black 


June launch of Wine 
98 still under threat 


Antitrust actions against industry 
leaders Microsoft and Intel are 
intensifying, ami d signs that US 
authorities are taking a more 
interventionist stance. 

Twelve US states are working with 
the Department of Justice with a view 
to halting Microsoft's planned June 25 
launch of the Windows 98 operating 
system. The Software Publishers' 
Association, which represents 1,200 
software companies worldwide, has 
called on the Justice Department to 
block Windows 98 and take action 
against what It rails Microsoft's 
anti-competitive practices. 

US reports say that the authorities 
could issue writs against Microsoft, the 
world's leading software company, as 
early as this week, though the chances 
of them stopping the launch are 
uncertain. They will have to move 
quickly to intervene without causing 
serious disruption in the market. The 
product has been under test by around 
100,000 users and is due to ship to 
manufacturers In the middle of the 
month. 

Microsoft's opponents have 
complained that it is unfairly forcing 
PC manufacturers who licence its 
operating system to instal its browser. 
Microsoft contends that Windows 38 
does not bundle Internet access with 
the operating system but is a wholly 
new and integrated product. 

It has responded with an advertising 


campaign against government 
intervention. Rival Netscape has 
alleged that Microsoft in 1995 illegally 
proposed a deal to divide the browser 
market between them, a claim which 
Microsoft has rejected. 

US politicians have begun to take 
sides on the issue. The Justice 
Department has widened its inquiry to 
include the dispute between Microsoft 
and Sun Microsystems over the Java 
language, which is seen as potentially 
important for Internet commerce. Sun 
and others have accused Microsoft of 
diverging from the proposed industry 
standard to tie Java to Windows. 

The Justice Department has received 
a number of submissions from the 
industry on how Microsoft’s dominance 
could be restricted. 


Sense of urgency 


Last month Microsoft appeared before 
a US appeals court seeking to overturn 
the Justice Department's injunction 
ordering the separation of its Windows 
95 operating system from the browser. 
Microsoft's lawyers said no computer 
manufacturer had chosen Windows 
without the browser, though it had 
given them that option as instructed. 
The court is expected to rule on this 
cstKtt imminently. 

There is a rising sense of urgency in 
the IT industry surrounding the 
antitrust probes, since many other 


software developers are p lanning to 
introduce applications programs 
designed for use with Windows 98. PC 
makers axe also gearing up for the 
software program. The potential for 
disruption throughout the PC industry 
would weigh heavily against a court 
granting an injunction. A coalition of 
technology companies, computer 
retailers and distributors with 
combined revenues of more than 
$100bn (£60bn) launched a lobbying 
effort last Thursday in opposition to 
the states’ planned legal action. 

Meanwhile, the Federal Trade 
Commission, which is looking into 
chip-maker Intel, is taking sworn 
statements from its executives. The 
FTC is trying to ensure the survival of 
Digital's Alpha chip, a rival to Intel, 
albeit a mar ginal one. 

Intel recently bought Digital’s Alpha 
factory. The PTC has ordered Digital to 
licence Alpha production to at least 
three other companies. FTC chairman 
Robert Pitofsky has spoken of the 
danger of “bottleneck monopolies." In a 
separate action, a US court in Alabama 
ruled that Intel appeared to have acted 
in restraint of trade and violated 
antitrust law in a dispute with 
workstation manufacturer, Intergraph. 
Intel has appealed. 

Microsoft holds around a 90 per cent 
share of the operating systems market 
and Intel around 94 per cent of the 
microprocessor market 


Golden handcuffs for IT staff 


As companies struggle to 
convert their systems to 
cope with the year 2000 date 
change, they are being 
forced to pay IT staff more 
in order to retain them. 

Loyalty bonuses of 50 per 
cent of salary are becoming 
commonplace in the UK. 
with some even willing to 
offer a 100 per cent of salary 
bonus. 

Typically, companies are 
planning to pay the bonus 
some time in the year 2000, 
after the systems should 
have been shown to work 
and they can risk losing 


some staff. Trades unions 
have begun to use the emer- 
gency as a bargaining 
counter. For example, the 
Raniring and Finance Union 
has been In dispute with 
Barclays, demanding a spe- 
cial bonus to tackle the work 
and claiming that this was 
needed to keep them in line 
with other large employers. 

Other employers are try- 
ing different tactics, such as 
offering increased holiday, 
share options, more flexible 
working conditions and 
more frequent pay and 
career reviews. Some are 


asking for longer periods of 
notice before staff can leave. 

Many businesses are dis- 
covering that they have sub- 
stantially under-estimated 
the impact and associated 
costs of the so-called ‘millen- 
nium bomb* - or r Y2K' prob- 
lem. 

Meanwhile, some compa- 
nies have already encoun- 
tered problems with non- 
compliant software and date- 
related calculations. Now 
investors, auditors and law- 
yers are becoming increas- 
ingly Interested in the issue. 

Last month, Tony Blair, 


See section three: fast- 
changing IT skills prove dif- 
ficult to develop - page 10 
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Thera's only ore thing spreading more quickly than 
Year 2000 madness, and that's the only viable 
storage solution to the dilemma - EMC Enterprise 
Storage*". Our high performance, highly available 
storage solutions allow you to quickly and easily 


Enterprise Storage will have you 


segregate test data from production data, without 
monopolising host resources, thus reducing the 
time to Year 2000 compliance and ensuring 
continuous, uninterrupted operations throughout 


reaching for the Champagne 


conversion, testing and migration. EMC offers the 
world's most advanced storage architecture, 
simultaneously supporting mainframe, open systems 
and WT environments. And once Year 2000 compliance 


bottle, instead of the aspirin. 


has been achieved, your company can redeploy its 
EMC solution, for maximum return on investment. 
The next millennium should give you reason to 
celebrate, not hyperventilate. Call 01372 224361. 
Or visit us at www.emc-com. 
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PC prices fall sharply 


Personal computer prices 
are continuing to fidl 
sharply, squeezing the 
margins or the Industry 
leaders. Sales are rising, 
but eves the largest 
vendors are finding the 
going extremely tough 
because intense competitive 
pressure keeps forcing 
prices down. 

Lower PC prices cut 
Intel’s profits by 36 per 
cent and compelled it to lay 
off 3,000 staff; lower prices 
also cut Compaq’s profits 
by 96 per cent and 
contributed to IBM's first 
quarter profit decline of 13 
percent. 

Prices look set to 
continue to fall through the 
current quarter as dealers 
try to get rid of excess 


stock in preparation for 
introducing new models in 
the third quarter. Compaq 
admitted it had overstocked 
the readier dimmH ami 
said this would take the 
second quarter to rectify. 

Some PCs are uow selling 
In the UE for little more 
than £500. Intel reacted by 
launching its new Celeron 
chip aimed at PCs priced 
below $1,000. Regional 
director Dave Hawii $ays 
the company believes that 
machines based on the 
Celeron win appeal to home 
users and some smaller 
business users, but that the 
larger part of the market 
will remain with 
‘performance’ PCs. 

With this in mind, Intel 
also introduced new 


Pentium 11 chips running 
at 350MHz and 400MHz. 
PCs using these chips, 
likely to be priced from 
£1,400 to £2,500. will come, 
on to the market in the 
next few months. *Tbe 
second half of the year . 
should be more normal," 

says Hazel L Intel believes 
the arrival of digital video 
disks (see report, page nine) 

will cause a lot or 
upgrading to more 
expensive PCs towards the 
end of the year. 

The battle among the 
leaders for market share is 
makin g it ever harder for 
second-tier vendors to stay 
in the business. 

Si emens-N ixdorf has 
announced that it will 
withdraw from 


- manufacturing, disposing 
of its German factory to 
Acer of Taiwan, one of the 
. strongest of the second tier. 
; D^tc&L manufacturer Tulip 
l^as gone Into receivership. 
‘Tpnees con Id fall further 
still if National 

; Semiconductor succeeds in 

- its attempt to combine must 
of the PC functions on to a 
single chip. It hopes to be 
producing such chips by 
mid- 1999. which could 
bring personal computer 
prices down to around $400, 
It claimed. 

Price pressures are also 
combining with the Asian 
financial crisis to trouble 
memory chip producers, 
forcing LG and Hyundai to 
postpone opening their UK 
plants. 


Hoar high tech sectors outperform 
Mtesretased 


THE MONTH IN BRIEF 



SAP up 72 per cent 



SAP, the world leader in business applications software, 
recorded a 72 per cant Jump in profits in the first quarter . 
reflecting heavy spending on new systems to cope with the yea- 
200] problem and Economic and Monetary Union (Emu). But the 
German company warned that the second half of the year would 
see slower growth as those projects began to be ccxnpleted and 
the Asian financial crisis made an impact. Stronger competition 
with SAP from Oracle. PeopleSoft. Baan and others is foreseen 
by analysts. 


Tech Data buys 
Computer 2000 


RESEARCH DIGEST • By George Black 


Tech Data, the US computer products distributor, has bought 80 
per cent of the German company Computer 2000 for around 
$395m. This reinforces Tech Data's position as the second 
largest equipment distributor in the world after Ingram Micro, 
supplying around 150,000 dealers, with sales ol around SI 2 bn. 


the UK prime minister, 
announced a new initiative 
to create more IT skills by 
introducing short training 
courses. But industry 
sources expect that this will 
make only a minimal impact 
on the year 2000 problem 
and say that companies 
must act urgently in what- 
ever way they can to attract 
and retain staff from an 
already overstretched mar- 
ket 


The menace Apple makes another profit 


of spam 


Apple Computer, the personal computer manufacturer, made its 
second successive quarterly profit, better than expected at 
$55m, though revenue was down slightly to SI .4 bn. Acting chief 
executive Steve Jobs has been asked to stay 


While in the US attempts are 
being made to legislate 
against ‘spamming* - or 
junk e-mail - the spam prob- 
lem is costing British and 
Irish businesses £5bn a year 
in wasted time and could 
affect the progress of the 
Internet, according to a 
report sponsored by Novell, 
the networking company. 

Nearly two-thirds of the 
respondents said they had 
received spam, mostly sell- 
ing products or services. But 
much spam is aggressive or 
pornographic, the survey 
found. Most of the time is 
wasted in simply reading 
and then deleting the useless 
messages. 

Filtering techniques are 
rarely used, either because 
people do not know of their 
existence or because they 
are difficult to apply so that 
bona fide e-mails are not 
blocked. 

Legal remedies are also 
rarely sought. In the UK, it 
is still unclear whether the 
Computer Misuse Act could 
be invoked if actual damage 
to systems were sustained. 


it claims, would have made a 
loss in recent years if coats 
had been correctly stated. 
Most other large IT compa- 
nies on both sides of the 
Atlantic follow the same 
practice. An attempt by the 
US accounting authorities to 
change the ruWs in the early 
1990s was unsuccessful. 


Dixons buys Byte 


The UK PC superstore business Is now dominated by Dixons 
after it bought the Byte chain of 16 stores from Specialist 
| Computer Holdings for between £5m and £7m. The Byte stores, 

| which had been making a loss, will be re-named as PC World to 
match Dixon's 50 other superstores. Dixons issued a profit 
warning in January, partly due to stowing sales at its PC World 
outlets. 


ISPs not held responsible 


IT spending 
escalates 


Spending on IT as a pro- 
portion of total spending is 
rising inexorably, a new 
report by benchmarking 
organisation. Compass. Indi- 
cates. Expenditure has risen 
from 2-3 per cent in the 1980s 
to 7-10 per cent today, with 
some large companies even 
spending more than 20 per 
cent. But Compass points 
out that most companies 
cannot fully justify this 
expenditure, as they are not 
measuring the contribution 
of IT to their profit 


Internet service providers are not responsible for trie content of 
Web sites to which they give access, a US court ruled, 
upholding the case put forward by America Online. The ruling 
was applied in a defamation suit against a Web site and AOL it 
clarifies what ISPs have long argued, that it is unfair to treat 
them like traditional publishers in this respect 


Two UK companies to float 


British IT services companies, Computa center and ITnet, plan to 
float on the London Stock exchange. Computacenter, a leading 
cflstrlbutor and support service, has grown to £7.13bn revenue 
since it was se! up in 1981 and is expected to be capitalised at 
around £900m. ITnet, the former fT department of Cadbury 
Schweppes and now a top outsourcing provider, is likely to be 
valued at around £200m. 


Intel’s Grove to quit 


Worries over 


e-commerce 


Profits ‘are 
exaggerated’ 


Many US and European 
high technology companies 
may be greatly over-stating 
their profits because of the 
way in which the; account 
for share options, says a new 
study by London research 
firm, Smithers and Co. 

It has calculated that com- 
panies may have overstated 
their profits by as much as 
30 per cent because share 
options are not charged to 
the profit and loss account 
as costs. In some years this 
could make the difference 
between recording a profit 
and recording a loss, says 
Smithers. 

Microsoft and Intel are 
among the companies which. 


Small and medium-sized 
enterprises think that cost of 
entry, shortage of expertise 
and market uncertainty are 
the main barriers to engag- 
ing in electronic commerce. 
This is the main finding of a 
survey by e-commerce 
systems vendor, l CAT. 

Around 85 per cent said 
the cost was likely to be pro- 
hibitive, though most recog- 
nised it could increase their 
revenues and bring competi- 
tive advantage. Of those 
already involved in e-com- 
merce, 92 per cent said it 
gave them a strategic advan- 
tage. 

□ Inter Forum ’s London 
symposium. ’ Using electronic 
commer c e to expand your 
company . " is on June JO: for 
details, see diary dates, below 


Andy Grove, co-founder of the chip manufacturer Intel, will this 
month step down as chief executive and hand over to Craig 
Barrett Barrett has been responsible for Intel's manufacturing 
operations for many years and the succession was foreseen. 
Grove will concentrate on his role as a champion of Industry 


Symbol approaches Teixon 


Symbol Technologies, a leader In handheld scanners, has made 
an Informal takeover approach to Teixon. one of its principal 
rivals. Symbol said it hoped for an amicable solution but did not 
rule out a hostile bid. Teixon said its board would consider the 
offer. Both companies' shares rose on the news. 


Silicon Graphics makes loss 


Silicon Graphics, the workstation manufacturer which competes 
with Sun Microsystems and Hewlett-Packard, reported a heavy 
tassand reduced revenue in Its third quarter. It had issued a 
profit warning. Revenue was down 22 per cent to S708m and 
the company made a loss of S68m. It announced a 
re-structuring and said It plans to move more towards using 
Industry -standard Intel chips and Microsoft's Windows NT 
operating system. 


Digital prepares for merger 


Diary dates 


□ May 7-1 ft IT Directors' Forum, 

I P&Q ship, Oriang; co nference; for 
details, caD Richmond Events; +44 
j (0)181 332 2422. 

□ May 5-7: tatobase and Internet 
World Spring 'SB, Frankfurt, Germany; 

I international Trade Fain; Messe 
Frankfurt 00 43 69 7575 6631. 

□ May 11-1* Internet World UK 
Spring '98, London Otympta; confer- 
ence; contact, Mecklermedia; +44 
(0)171 976 0405. 

□ May 13: IT ftitves US, Hesste- 
wood Hafll, Hessle. East Yorishbe, UK; 
conference run by Martin Butter, 
chairman. Butter Gtoop. Delate an 
+44 [0)1482 642700. 

□ Jm 2-3: Preparing for EMU: 
the IT chaflange, London; conference 
and workshop; Business tntefflgence: 
+44 (0)161 879 3355. 

□ Jane 2-4 Marketing on the 
internet, Washington hotel, London; 
c onference; Leaning In Business: +44 
(0)181 944 903a 

□ Jane 3-a Bectionte Commerce 
Europe, Amsterdam, Netherlands; con- 
ference +44 (0)1386.793028. 


□ Jane 9-11: Tetebustness *98, 
Wembley Confer en ce Centre, London; 
conference and exhfoHkm; for details, 
call Sterfonn; +44 (0)181 201 9888. 

□ Juno 10: Entorftvum "38 Sym- 
posium, in association with the 
Department of Trade and Mushy: hie 
symposium fheme at the (teen Efca- 
befli I Coherence Centre, Westmin- 
ster, Lotion, bbc Electronic commerce 
today and Its role in your company. 
Details from InterForuffl on +44 
(UJT7B4 473 005; web Sift, httj rJ! 
wwwJnferfonan.org 


Digital reported better profits than expected as ft slims down In 
preparation for completing the take-over by Compaq in the next 
few months. Third-quarter profit was up from J5lm to $ 307 m 
after the sale of its networking business to Cabletron, but 
revenue was down 4 par cent as customers awaited completion 
of the deal. Further severe staff cuts are anticipated after the 
take-over and Digital's chief executive Robert Palmer is 
expected to leave. 


Check Point hit 


Shares in the leading firewall vendor. Check Point Technologies, 
fen by around 20 per cent on a statement by Microsoft that it 
would enter the market for Internet security products. Check 
Potot is an Israeli company with a head office in the US. It 
floated in 1996 and has prospered Since then, but the prospect 
of competing with Microsoft has shaken the confidence or 
I investors. 


□ Jane 16-17: Interna tio n a l con- 
ference on knowledge management 
May&tir Intercontinental Hotel London, 
conference; tor detatts, call KBfc +44 
PI 71 915 5103. 

□ Jane 17-18: Business Intelli- 
gence 98, London Olympia, corda’- 
ence; for debits. caU Business inteffl- 
goncc +44 (0)181 879 3355. 

O June 23-25: Matwwfe Telecom, 
NEC Birmingham: c onference : delate 
tram MBw Freeman on +44 (011203 
426511. 


ARM shares buoyant 


Shares in ARM, the UK chip developer spun off from Acorn 
Computers, jumped 70 per cent in five minutes after the 

teried on the London Slock Exchange. At one point 
ttie od 0 mal float price had 

be«i twice raised and the eventual float price was fixed at 

™ Wa ! aiso "Steri on the US Nasdaq exchange.' Its 

E" 0 * ™ to an turnover up ' 

do per cent lo EB.cm. 


George Black’s e-mail address : 
gbg 26 @dial.pipex.com 
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Paul Taylor interviews Gaston 
Bastiaens, chief executive of the 
speech technology pioneer, 
Lemout & Hauspie 

Breakthroughs 
in voice 
technology 

W hen Microsoft, the world’s include factory automation 
largest software group, systems, security and car 
invested $45m in Lemout navigation - “this is a market we 
& Hauspie. the Belgium-based consider to have high potential 

speech techn ol ogy pioneer, last growth and ft is an area where we 

autumn, it sent a wake-up call to have a strong position as a result 

the information technology of important deals that we have 

industry: after years of laboratory made over the last year with chip 
development voice technology is a manufacturers such as Hitachi, 
‘hot topic poised to enter the NBC, LG Semicon and 

commercial mainstream. SGS-Tbomsan," Bays Mr Bastiaens. 

“Over the last year there has The company has also completed 

been a fundamental breakthrough deals with market system 
in the acceptance of speech across suppliers, such as Pioneer and 
the range of applications," says Alpine, which integrate L&H 

Gaston Bastiaens, Lemout & technology into their systems. 

Hauspie ’ 9 chief exec utiv e “The “Microsoft has decided to integrate 

reason tor this is very obvious - it our ASR200, automatic speech 
is due to the ability of high speed, recognition engine and 

low cost, digital sound processors, text-tospeech engine in the 
and high-speed microprocessors.'’ Windows CE platform focused on 
As a result, he says it Is now car navigation." he adds, 

possible to Integrate complex L&FTs close relationship with 

algorithms with low cost devices Microsoft also includes a 

While Tnain+arninff lil g h quality. wv -m a ri m ti n g ilmal with the US 

"The market for speech software giant "This is important 

ap plications includes key markets to our dictation division where we 

such as computing, consumer have introduced VoiceXpress 

electronics, communication. technology which is based on 

document generation, education, continuous dictation and combines 
enter tainm ent, navigation, capability found in our Voice 

productivity and security - all Commands product, a natural 

areas where today you can see language-based command and 

real-world gpeechbased control system- 

applications.” he says. Initially, L&H is targeting 

At present, the biggest sector is American market where it has a 

in telephony, where applications strong position following the 

range from voice-dialling to acquisition of Kurzwefl. he says, 

automatic attendance, e-mail "We will also be targeting the 

reading, web telephony, voice broader business market and in 
paging, voice-based telephony that area the co-operation with 
broadcasting, smart phones and Microsoft is of very high 

universal mail boxes. importance.” 

Another important area is Mr Bastiaens argues that the 

certainly the consumer electronics human voice is the most natural 
market where, up to now, the main way to communicate with devices 
application has been “talking and software programs. For 

dictionaries," says Mr Bastiaens. instance, in the medical market, in 

"Now, you see speech integration areas such as cardiology, radiology 
in electronic organisers, digital and emergency medicine where 

answering machinal and voice doctors and specialists need to 

recorders, and companies are record everything they do, voice Is 

working on hand hhld translators." the most natural way. 

Other areas that are growing "Voice is a very simple way to 

rapidly are the home automation un mtmmirafp rf ymi are dpaimg- 
and industrial markets which . with financial transactions or, if 



Gaston Bastiaens balnea ths voice tachnotogy market wB grow Into a 
mti&Hiffion dollar market in tha next decade 


you are looking at security, as the inmaria into the market 
human voice is as unique as your “There are a lot of companies 

fingerprint - and this can give you that are in speech technology, but 
protection,” he adds. the majority of them an niche 

In education voice can also be players,” says the L&H chief 
very important “We are working executive. 

on programs for devices such as “We are basically the only global 

talking dolls where a child can talk player who can offer the broad 
to the doll and the doll can talk range of solutions. If you look at 
back. “It is a very, very good way the compression market there are 
to help children learn to write and big players such as Lucent and a 

pronounce properly.” says Mr lot of smalls- players such as DBSZ, 

Bastiaens. and also the DSP Group that 

integrates coding and chips and so 
on, but we are in a strong position 
with our low-bit codes far wireless 
communications. 

“Also, continuous dictation 
where you have suppliers such as 
Phillips. IBM. Dragon and so on - 
again, there we also have a unique 
position because of our integration 
of continuous dictation with 
natural langua g e ham c ommands , 
so I think across the board we are 
the only company that clearly has 
all those technologies." 

He also insists that the group's 
phonetic-based engine and, more 
particularly, its linguistic 


O ver the next ten years, he 
believes the voice 
technology market will 
grow into a multi-bOUon dollar 
market The dictation market alone 
could be worth about three billion 
dollars worldwide because of the 
breakthrough in continuous 
dictation. Meanwhile, the 
translation services market is 
already worth about three biHion 
dollars and is growing by 15 per 
cent a year. A big part of that is 
currently human-based, but L&H 
inwtetB its maehinB translation 
technology is rapidly making 


| Lemout & Hauspie's 
! man at the top 

j Mane: Beston Bastiaens. 

! THa: President and ettfaf executive, 
j Lemout & Hauspfe, Belgium, 
j Education: Masters degree In 
> engineering, Louvain Untarstty, 
j Beftpum. 

| Career Mr Bastiaens has 20 yeas' 

! experience in toe consumer 
i electronics, multimedia and compiler 

i software industry. He started at PtiMps 
; Electronics, as general manager of the 

Interactive media dMsfcxi. He was vice 
j president end general manager or 

■ Apple Computer's personal electronics 
1 fiviskm and became president and 
! chief executive of Ouarterdec before 
i becoming president ot Lemout & 
i Hauspie. 

components, give it an advantage 
over some of its competitors. “Our 
background in machine translation 
together with dictation and text to 
speech, means that we are able to 
develop natural language based 
components and natural language 
procsssing. 

“If you understand a 
sentence it is much easier to 
translate it When a compute: 
understands a sentence, then the 
computer can better answer it And 
that's the basis of the dialogue 
system. When you take a sentence 
which resembles another sentence 
with the same components, it's 
then very easy to respond to it" 

Mr Bastiaens also believes that 
being headquartered in Belgium 
has been a positive advantage. 
“Take, for instance, the linguistic 
element of mnnhinp translation. 
Let’s look at the European Union. 
The EU has to support 15 countries 
with 14 languages and they are 
going to add five new language 
areas which will include Czech and 
polish and so on. 

“After that they are going to add 
another six, so in the end, every 
time they add another language, 
such as Ukrainian, they have to 
add 21 language pairs. 

“It may be easy to find 
Ukrainian, German, French or 
English translators, but finding 
Ukrainian to Danish, or Ukrainian 
to Flemish translators, would be 
very difficult to find.” 

Looking ahead, he says he 
expects L&H*s four basic 
businesses to grow in tandem t 
expect that we win get 30 per cent 
of our revenue from licensing, 30 
per cent from dictation, 30 per cent 
from translation services and 10 
per cent from machine translation. 
We expect these figures to be in 
place far the next couple of years 
and we will see growth in all four 
areas in revenue and in earning: 
contribution”. 
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Focus on 
digital 

broadcasting 
and new 
media 

Here and on ttie 
following five pages, FT 
writers fook at the 
impact of digital 
technology in the home 
and business world: 

□ Digital satellites; who 
rules the ‘airwaves’ in 
cybers pa ce? Page 5 

□ Direct satellite services; 
digital TV heralds a vast 
range of new channels; 
set-top boxes. Page 6 

□ Pioneer hi high-end 
digital TV; digital radio. 
Page 7 

□ Broadband 
technologies; internet 
broadcasts; digital 
versatile (Bscs. 

Pages 8 and 9 


W e are in the midst; 
of a_ digital mael-- 
strom which is- 
reshaping the traditional/ 
computing, communications/ 
and consumer electronics^ 
industries .and- promises; 
unprecedented choice for 
consumers and a new multi* 
media-nch world of informal ' 
tion, education and enter- 
tainment.' • 

This revolution- which 

s pans the traditional mwiia , 
broadcasting and cable 
industries but also embraces 
new forms of distribution, 
has at its core the develop- 
ment, manipulation an d dis- 
semination of Information 
stored in the form of the 
‘ones and zeros’ of binary 
computer language. 

Because they share a com- 
mon foundation, digital tech- 
nologies are sweeping away 
the differences between data 
processing and telephony, 
laying the foundations for 
the dawn of the information 
age, or global information 
society as the European 
Union calls it. 

Digital technology has 
made it possible to convert 
text, sound, graphics and 
moving images into coded 
digital messages which can 
be combined, stored, manip- 
ulated and transmitted 
quickly, efficiently, and in 
large volumes over wired 
and wireless networks with- 
out loss of quality. This 
dynamic process is epit- 
omised by the explosive 
growth of the Internet and 
the deployment of new digi- 
tal interactive services via 
cables, satellites and - with 
the UK in the forefront - via 
digital terrestrial television. 

“Convergence of the IT. 
telecoms and broadcasting 
Industries - made possible 
by developments in digital 
technologies - means that 
many different organisations 


Muftimetfia industry convergence 



Visions of a 
multimedia- rich 
millennium 

With the convergence of the IT, telecoms and 
broadcasting industries, many organisations are 
positioning themselves to provide multimedia 
products and services to the home and business, 
reports Paul Taylor 


are positioning themselves 
to provide multimedia prod- 
ucts and services to the 
home and business," says 
Ovum, the London-based 
market research firm. 

“Digital TV. though essen- 
tially a new method of televi- 
sion transmission, has 
become the buzzword for a 
revolution," says a recent 
issue of Insights, a newslet- 
ter published by Booz Allen 
& Hamilton. “With its poten- 
tial for narrow-casting, indi- 
vidualised viewing and full 
interactivity, it represents 
an opportunity to push tele- 
vision into the online world, 
as well as hasten the devel- 
opment of multimedia into a 
mass market medium. 

This convergence could 
dramatically change tradi- 
tional industry structures - 
new players will enter the 
race for ‘eyeballs' and previ- 
ously distinct platforms will 
become intertwined. This is 
reflected in the growing 
number of alliances, partner- 
ships and mergers in the IT, 
communications and enter- 
tainment Industries. Else- 
where. convergence is creat- 
ing great business 
opportunities and chal- 
lenges. 

For example, Internet tele- 
phony and e-mail are chal- 
lenging traditional telecoms 
business models, while web 
television and ‘push’ tech- 
nologies are forcing broad- 
casters and information sup- 
pliers to reassess their 
strategies and embrace new 
technologies such as digital 
broadcasting, cable modems 
and digital versatile disk 
(DVD) which all promise a 
revolution in delivery chan- 
nels. 

In the home, web televi- 


sion, smart phones and low- 
price computing devices 
such as set-top boxes and 
network computers herald 
the arrival of the digital net- 
worked home. "NGs are sig- 
nificant because they are 
part of the convergence 
between the TV and com- 
puter Industries and also 
because they enable new ser- 
vices," notes Ovum. NCs 
could provide the ‘bridge’ 
between the competing aspi- 
rations of the television mid 
computing industries. 

Other important indicators 
of this ‘convergence' include 
the launch of direct Satellite 
services linked to PC -card 
adapters manufactured by 
companies, such as Adaptec, 
capable of delivering broad- 
band multimedia services 
including rich web content 
direct to the desktop. 

Digital radio and televi- 
sion in particular represents 
an exciting new opportunity. 
While the BBC is working on 
a range of digital audio 
broadcasting, this year will 
also see the launch of mass 
market digital satellite tele- 
vision in the UK and the 
world debut for digital ter- 
restrial television. 

British Digital Broadcast- 
ing. a partnership between 
Carlton TV and Granada, 
plans to launch digital ter- 
restrial service this autumn, 
but also faces some tough 
competition from satellite 
and cable-based digital ser- 
vices. BSkyB and its joint 
venture British Interactive 
Broadcasting (BIB) with its 
partners, British Telecom- 
munications, Matsushita and 
Midland bank, plans to 
launch a digital satellite ser- 
vice next month. Meanwhile, 
Cable & Wireless Communi- 





cations unveiled plans in 
March to provide 200 digital 
cable TV channels and inter- 
net access to its 780,000 cus- 
tomers. 

Ed Straw, a partner with 
Coopers & Lybrand's consul- 
tancy practice in London, 
highlights the emerging 
‘platform wars’ between digi- 
tal cable, satellite and terres- 
trial services In a soon-to-be 
published report 

“Each platform has its 
benefits.” he says. “Cable 
has interactivity, capacity 
and telephony but the 
investment is high, coverage 
is not universal, it has 
received a bad image and 
their are ‘nuisance factors’ 
getting connected. 

“Satellite has reach and 
capacity, it is Less good on 
Interactivity and targeting 
and you need a dish. Terres- 
trial is familiar, uses the 
existing aerial and benefits 
most from the analogue 
‘switch off, but its capacity 
and interactivity are lim- 
ited." 

Overall, it could be an 

Digital TV In Europe 
KonvtnBtiKMs 
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I TV has become the buzzword for a media revolution 


2000 2002 2005 


even race, he says. There is 
not a predetermined techni- 
cal' answer and marketing 
quality is often the deciding 
factor in such situations. 

In the long tram, Internet 
or telecoms delivery Is 
another potential platform 
competing directly, although 
the indirect competitive 
threat in terms of compet- 
ing for screen time. Is 
already here, says Mr Straw. 

Nevertheless, most Indus- 
try analysts agree that digi- 
tal TV - delivered by what- 
ever irmans - has enormous 
potential. “Digital television 
will change the way we 
shop, the way we bank and 
the way we use information 
and entertainment,” said 
David Coverdale of Pace, the 
UK-based electronics group, 
one of the main suppliers of 
the set-top boxes required to 
receive the new satellite, 
cable and terrestrial ser- 
vices. 

However, forecasts about 
the uptake of digital TV, 
which is already available in 
many parts of the world, 
vary sharply. According to 
the Digital TV Worldwide 
1998 report prepared by Mar- 
ket Tracking International, 


the global audience for digi- 
tal TV is forecast to reach 
58.5m by 2002, seven times 
the estimated 8.4m digital 
subscribers at present 
“By 2002, Europe will have 
overtaken the US to become 
the largest digital market." 
said Adam Thomas, editor or 
the report. Today, the US 
has two-thirds of all digital 
subscribers, but its share 
will decline to around a 
quarter over the next four 
years. Europe will then have 
23.4m subscribers, followed 
by North America (17.2m) 
and Asia (1521m). 

I n contrast Booz Allen & 
Hamilton notes that digi- 
tal television penetration 
in Europe remains low in 
comparison with the US and 
there is much lower opti- 
mism about future pros- 
pects. 

At present growth rates, 
digital TV will probably only 
access 7m homes in Europe 
by the year 2005 - a mere six 
per cent of the accessible 
122 m TV homes in Europe. 
“At this level, it is unlikely 
that acceptable returns can 
be achieved given the high 
upfront outlay needed to cre- 


ate the platform, secure 
required content and acquire 
a customer bnse.“ warns 
Booz Allen. 

John Clements, chairman 
of Continental Research, the0‘ 
new media research special- 
ist. writing in a recent report 
from Pace on UK consumer 
attitudes towards digital 
television, says digital TV 
offers a totally new form of 
TV' in the future - “TV that 
goes beyond the bounds of 
entertainment into providing 
personally relevant informa- 
tion and opportunities. Post 
2000. it will change the face 
of TV and the ways in which 
users interact with their TV 
sets.” 

But he adds; “It will not 
happen overnight - It will be 
a gradual process. Even at a 
‘lowish price". Continental 
Research forecasts that 
fewer than 1.5m homes will 
opt for digital terrestrial 
television by 2002. “That 
may provide good commer- 
cial returns, but does no k. 
mark a digital revolution."^ 

Mr Straw of Coopers & 
Lybrand agrees. “Digital 
broadcasting is a ‘hot’ issue. 

Turn to page six 
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COMPUWARE 


f-or application development, testing and management, four out of five of t 
largest corporations reiy on Compuwarc. People and software for business 
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Fresh business opportunities 


Digital satellite broadcasting opens to offer opportunities for allows transmission of data time-shift feature so that you 
tne way for the business world to - business to exploit the tech- with a TV broadcast signal, can carry on watching your 
exoloif thp tPr»h«rLl#>#wr t ri-A ncdogy. -What we are seeing More significantly. Micro- favourite programme after 

. ^ 1C lcu IUt>10gy W1UI Is a convergence of commu- soft has announced that an int eruption. Or you can 

innovative services ni cations, computing and Windows 98, the successor to get other kinds of informa- 

b road cast technologies. At its popular Windows 95 oper- tion alongside the video - 

E . the same time, we are ating environment for Intel* say, on the soccer World Cup 

, aimhfS Teistar was increased use of satellite for starting to see a growth of based PCs will include fea- or stocks and shares infor- 

launcnea into earth domestic television si gnals multiple computing ■ devices tures to accept TV and data mation.” 

orbit in thp parlv _ Ui « 1 ; - _ V ™ .. . . . , - 


• ■ orbit in the early 
1960s, satellites have become 


has created a critical mass in the home - embracing the signals simultaneously. Mr 
in the market which ba« telephone, the television and 


^”? P * D ? ant part of 11x6 s P Tead set-vp costs; the. ease even the automobile," 
telecomm unications and speed of installation explains Greg Adkin, mar- 
“tv*2f“® t ? res - „ ^ compared to land-based tele- keting manager for con- 

unoi quite recently, how- corns; and the growth in sumer products group at 
evm\ the main use of sa tel- competition among satellite t»hf p builder, Intel, 
lites has been for long-haul service providers. These developments are 

\roice traffic and data re- But the two most impor- fuelling an increased 
ftra namt ssion- The costs of tant factors are the high demand for bandwidth 
launching and m a intaining bandwidth offered by salet which satellite technology 
satellites - together with the lite and the ability to use the «m help to meet. “When you 
high cost of receiver dishes technology for compressed put a set-top box on a televi- 
has limited their use and digital signals. Potentially, sion. you «m offer all sorts 


These developments are 
fuelling an increased 


signals simultaneously. Mr While today's emphasis for 

broadcasting via satellite is 

Multinational OD the domestlc ™ ariiet ’ 

shift to digital signals will 
companies 3180 briD & benefits to busi- 

_ ness. There Is a strong 

can distribute potential market for digital 

broadcast satellite technol- 
key messages Ogy in business. 

. i . , , . Multinational companies, 

tO tneir giooal for example, can distribute 

i f key messages to their global 

worjflcorce workforce. They can store 

broadcast messages on a 
Adkin sees the combination server for later review or dis- 


appear This is set to change digital broadcasting can pro- of new digital services - Adkin sees the combination server for later review or dis- 

dramatically as we enter the vide hundreds of channels information services, ednea- of digital broadcast techno! - tribute high-quality techni- 

2l rl™ n } UT ? \ ... through a satellite system tion and entertainment, for ogy and set-top boxes as the cal Information and even 

catalyst for all kinds of new software using broadcast sat- 



Digftaf broadcas t ing can provide hundreds of channels through a sateVfte system 


Indeed, the falling costs of and opens the door to many example," he says. 


receiver equipment and the 
increase in the geographical 
coverage of satellites has 
begun to tip the haianrp in 
their favour for some appli- 
cations. There are several 


innovative services that Intel recently signed a deal information services. 


would be impossible using with the US Public Broad- "By putting the PC at the 
analogue communications. cast System to combine data point where the broadcast 
These factors also broaden and video signals for trans- signal comes in. you can 
the appeal of satellite broad- mission to set-top boxes. The start to enhance what people 
casting beyond the tradi- service will use Inters Inter- can do with a simple TV. 


ellite technology, explains 


"By putting the PC at the Simon Wyatt, business 
tint where the broadcast development manager for 
znal comes in. you can satellite services at Oracle. 


reasons for the shift the tional domestic TV market cast technology which You can, for example, use a 

: ‘AIRWAVES' IM CYBlERffl^ACE^^ 


“The point about satellite 
is that rt is not constricted 
by bandwidth limi tations 


like other telecommunica- 
tions services," says Mr 
Wyatt. “In Europe, busi- 
nesses are beginning to look 
at this potential." 

Europe is particularly 
well-placed to take advan- 
tage of satellite technology 
for digital broadcasting 


because of de-regulation and 
well-established standards. 

“Digital Video Broadcast 
(DVB) is a standard across 
Europe and the competitive 
environment among telecom- 
munications. cable and satel- 
lite companies is growing," 
says Mr Wyatt. “They all 




' 

■ 1 i rom the moment it 

, f IH arrived, television 
JL broadcasting has long 
been a heavily regulated 
industry in most countries. 

* It is no surprise that in 
revolutions in many smaller 
conn tries over the past three 
-decades, troops have fought 
'almost as heavily for control 
at the national television 
broadcasting centre as they 
'have for the ‘presidential 
-palace' or some other 
Symbol of state control. 

Equally, government 
regulatory agencies such as 
the Federal Communications 
Commission (F CO in the 
-United States - as well as 
'similar bodies in other 
countries all over the world 
■- have fought hard to make 
'sure that television serves 
society. 

* Broadcasting licences 
V jfoave often been awarded as 

j *' much on the merit of the 
j 'content of a proposed 
j television network as on its 
| -technological and financial 
capabilities - particularly in 
! countries where television is 


Upheavals for the broadcasting world 


Video streaming allows live programmes be watched on 
the Internet on dozens of Net TV ‘channels’ that are 
entirely unregulated hy any national agency 


seen as a vital tool in 
helping to sustain a sense of 
national identity. 

Suddenly, however, these 
various august bodies are 
now having to look a lot 
harder at their mandate as 
the advent of ‘neteasting’ or 
television-style 
prog ramming on the 

Internet and the World Wide 
Web changes the very 
foundation on which they 
were established. It is now 
possible for Internet users 
with fairly modest personal 
computers and a fast 
Internet connection to ' 
receive television programs 
of all lands through the use 
of ‘video streaming* 
technology that sends video 
and audio data live to their 
screens as.it is broadcast. 1 


Video streaming means 
that everything from live 
news programs to music 
concerts to awards shows 
can be watched on the 
Internet on dozen? of 
Internet TV ‘channels' that 
are entirely unregulated by 
any national agency. 

Viewers in the United 
States, for example, can 
watch television news shows 
from London’s ITN or the 
British Broadcasting 
Corporation - while 
Europeans can watch Fox 
television news from the 
United States or from the 
f!anatfffln Broadcasting 
Corporation. 

The quality of these 
broadcasts does not yet - 
match what can be achieved 
with a basic colonr 


television set receiving 
conventional television 
signals from cable, satellite 
or ‘on-air* broadcasting. But 
it seems clear that the pace 
of change in Web-based 
video streaming technology 
should deliver TV-quahty 
broadcasts via the Internet 
within the next couple of 
years. 

Meanwhile, the cost of the 
devices needed to receive 
those signals is expected to 
come down - with some 
even being built-in to 
television set-top boxes so 
that viewers can watch 
Internet-based TV signals. 
And all of this is happening 
completely outside the 
framework of traditional 
television broadcasting 
regulators. 


According to the man 
whose company holds the 
vast majority of the global 
market for video streaming 
software, governments are 
starting to take notice. Bob 
Glaser, founder and chief 
executive of RealNetworks, 
has seen television networks 
the world over nse his 
company's RealVideo 
software to bring their 
programming to the 
Internet and most recently 
agreed to serve on a US 
presidential panel about the 
fixture of digital television. 


M r Glaser says that 
having spent time 
recently with 
officials from the FCC, he 
thinks the relatively relaxed 
US attitude toward Internet 
broadcasting will serve 
consumers well. 

“By and large, the US 
Federal Communications 
•Commission has done a good 


job of viewing the Internet 
as having great 
communications potential 
and has taken a really 
thoughtful approach to the 
different dynamics of the 
Internet,'’ he says. 

In addition, he suggests 
that the issue will become 
even more ’interesting" 
when low-cost television 
‘set-top’ boxes can provide 
users with the ability to 
receive Internet television 
prog rammin g on standard 
television sets, rather than 
requiring them to nse 
computers to do so. 

RealNetworks, in which 
software giant Microsoft 
bolds a 10 per cent minority 
stake, has been working 
with the Microsoft 
subsidiary, WebTV, to look 
at ways to make this 
happen. 

Mr Glaser suggests that 
from the point of view of 
providing a diversity of 


opinion and pr o gramming 
to consumers, there are few 
better models than video 
streaming technology over 
the Web. He admits, 
however, that the opposite 
could happen if access to 
“video publishing’ is 
restricted. 

“The challenge is to make 
sure that economies of scale 
do not unduly favour those 
who can take advantage of 
them,” he says. “There is 
potential for those with 
great economies of scale to 
swamp those with less 
developed infrastructure. 
You need to make sure that 
yon not only have the 
■haves’ jumping in - and 
that there is diverse 
participation in the 
medium." 

P Set-top boxes, the key to 
digital programming: page 6 
□ New services via Internet 
broadcasting: page 8 


want to deliver a range of 
services to consumers and to 
business." 

The main breakthrough is 
coming with the new genera- 
tion of satellite technology 
now coining on stream. “The 
introduction of low earth 
orbit (Leo) satellites for ser- 
vices such as mobile tele- 
phony is going to change 
things significantly. They 
cost less to launch and main- 
tain. So, in about five years' 
time, as costs fall, we will 
see this technology being 
used for videoconferencing, 
mobile telephones and other 
services," be says. 

Leos orbit the earth at a 
height of about 550 miles 
compared to the 22.300-mile 
orbit used by the earlier gen- 
eration of geosynchronous 
satellites. In addition to the 
lower cost in launching 
them. Leos have very short 
transmission times and need 
lower power transmitters - 
although many more are 
required to give global cover- 
age and the satellites have a 
shorter “lifespan'. 

More importantly Leo sat- 
ellites offer the possibilities 
of interactive communica- 
tions and place them in a 
stronger position to compete 
with 'earthbound' technolo- 
gies such as wire and cable. 
The first Leo services are 
expected to be launched in 
the early part of the next 
century - and that is when 
satellite will really begin to 
compete with traditional 
telecom services. 
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There are those 
who catch up... 

The notebook you cany can say a lot about you or 


to lead opinions than to follow fashions- and they 
wH certainly have an eye for awari winning design, 
innovation and quaiity. It is also Italy that they work 
.fa of Europe's more successful corripanes. -after 
ain9rf.thfilop25retanersand26 ofthotop‘50 , 





...with the latest 
business news... 

Whether they are carrying an ultra slim SCENIC 
Mobie 510 or the highly versatile SCENIC Mobile 710 
PrcWfew with its detachable screen fa data projection, 
both of wrtch are based on Intel Pentium® Processors 
with MMX" 1 technology, you can be sire that they pack 
plenty of power. 

Wfth the name Siemens Nrcdcrf on the notebook the 
user w9 almost cenainiy undenaand the power of fT and 
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who make it. 


To compete in business today it's not enough just 
to have good information, you also need to act upon it 
Siemens Nixdorf has become Europe's leading provider 
of Information Technology by bridging the gap between 
■fechnotogy and Business processes - proving organisations 
of all sizes with the IT power to succeed. 

So start making the news rather than following it - 
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Domestic market may 
offer huge rewards 


Business TV 
broadcasts via 
satellite have now 
become viable for 
staff training 

S atellite-based television 
and telecommunica- 
tions has been with us 
for many decades now, 
largely directed towards 
delivering broadcast TV sig- 
nals and voice Information 
from one place to another. 

Increasingly, however, sat- 
ellites are now being called 
on to deliver digital com- 
puter data - and are chang- 
ing the speed and efficiency 
of data delivery mechanisms 
for corporations in the pro- 
cess. 

Take. Tor example, the 
efforts or IBM to bring data 
to its global customers via 
satellite. IBM has deemed 
this to be such an Important 
task that it has established 
extension satellite-based 
solutions within its IBM 
Global Network services 
division. 

Many businesses - from 
automobile manufacturers to 
television companies - are 
using these solutions for 
quickly moving vast 


amounts of rich and complex 
data (including television- 
quality digital video) from 
one place to another. 

According to Renaud 
Regis, satellite services man- 
ager for IBM Global Ser- 
vices/Network Services, the 
power and capacity of these 
new satellite-based digital 
data delivery systems is 
creating the opportunity for 
an entire range of applica- 
tions that was just not previ- 
ously possible. 

The VSAT (very small 
aperture terminal) technol- 
nogy that Is increasingly 
being used to bring data 
from satellite to computer 
will change the way that cor- 
porations think about using 
their global networks, he 
predicts. 

“We are now at the point 
where VSAT can represent 
an economically viable and 
feasible alternative for cor- 
porations to use worldwide, 
continent-wide or country- 
wide." he adds. 

“We are steadily moving 
towards multimedia for new 
high -band width applications 
- ones that were previously 
not feasible or cost-justifi- 
able with past technologies." 

One of the previously 
unjustifiable applications 


While viewers will have a vast range 
of new digital channels, advertisers 
see the prospect for more precise 
targeting, with interactive services 


New ssteBte-besed axnmtHifcations are opening the way for 
Innovative and «eonoimcsl services for tha business world 


was the creation of internal 
corporate television net- 
works' at large companies. 
Citing the example of car- 
maker Ford in the US, Mr 
Regis suggests that it is now 
possible - and even attrac- 
tive - for companies to use 
an internal, digitally-deliv- 
ered corporate television 
broadcast system via satel- 
lite as a way to bring train- 
ing and corporate sales 
materials to employees. 

“More and more compa- 
nies are getting into this - 
though not necessarily 
broadcasting 24 hours a 
day," he explains. 

Ford in the US is using it 
only for business purposes 
and training 6,000 dealers, 
currently running six or 


seven TV channels a day. 
“Distance learning Is going 
to be an important applica- 
tion far satellite technology 
in the years to come - every 
company has a compelling 
need for training and 
retraining their people over 
- and they need to do this 
cost-effectively," say Mr 
Regis. 

Meanwhile, IBM's largest 
client for this kind of appli- 
cation In Europe are French 
vehicle makers. Peugeot and 
Citroen. 

Three years ago. Citroen 
signed up to use a VSAT- 
based system to enhance 
communications with 4,200 
independent automobile 
dealers In 11 European conn- 
tries. 


NEW MULTIMEDIA MILLENNIUM 


Common standards are crucial 


From page four: 

but it will evolve over time," 
he says. 

Crucially, he argues that 
the speed of uptake will 
depend upon the adoption of 
common standards. As he 
notes in a earlier report, 
“standards wars, driven by 
nationalism and corporate 
xenophobia, have made 
industries and broken com- 
panies." 

The standards . issue 
revolves around what Booz 
Allen & Hamilton defines as 
the digital platform - the 


decoder, conditional access 
system, subscriber authoris- 
ation system and subscriber 

manappmpn t sys tem 

European broadcasters, 
technology groups and regu- 
lators took a significant step 
towards avoiding conflicts 
when they agreed in Septem- 
ber to work together to set 
open standards for the next 
generation of set-top boxes, 
carrying not just digital TV 
signals but Interactive multi- 
media services and the Inter- 
net. 

The agreement, readied in 
Geneva by the steering com- 


mittee of tiie Digital Video 
Broadcasting consortium, 
built on earlier joint work 
among the consortium's 200- 
plus members on setting the 
European di gital transmis- 
sion standard and brought 
brings together media, pub- 
lic broadcasting and telecom 
groups, plus computer giants 
Microsoft. Intel, Motorola 
and TRM- 

But other standards issues 

R emain inrlnffing the ehnire 

of conditional access tech- 
nology, which could delay 
deployment and cause cus- 
tomer-confusion. 


As the Pace reports notes, 
the arrival of mainstream 
digital TV will probably 
involve both successes and 
failures. 

“As with satellite TV, the 
brave - or at least some ■ of 
the. brave - will benefit" 
says John Clements of Conti- 
nental Research. 

“There will be new 'Mur- 
dochs', new ‘Gates’, but as 
yet it is early days to say 
what services they will pro- 
vide that will take adv an tage 
of the technology opportuni- 
ties opening up In the new 
millennium." 
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C omputer chips have 
taken digital technol- 
ogy way beyond con- 
sumer electronics. The con- 
vergence of information and 
communication technologies 
and so many other indus- 
tries is now well under way 
in the most po***it entertain- 
ment medium of alL 
Conventional television 
signals are transmitted by 
radio wave in analogue 
form. Digital TV compresses 
that signal, cuts out repeti- 
tion and allows several pro- 
grammes to be broadcast on 
the same frequency. It also 
has the potential for 
improved picture quality. 

The possibility of interac- 
tive services, with viewers 
arranging their individual 
running order of pro- 
grammes or cbadrig up more 
information on an advertised 
product, has generated huge 
commercial interest. 

In the UK, British Digital 
Broadcasting, a joint venture 
by Granada and Carlton TV, 
will broadcast to homes 
without satellite TV aerials. 
“It's going to be very easy to 
install. You just buy a set-, 
top box and plug it In. 
There’s no dish and no 
cable," a spokeswoman 
explains. 

Grundig, Pace, Philips, 
Nokia, Sony and Toshiba 
have signed up to mamifatv 
ture BDB’s ‘plug in and play* 
devices. 

BDB’s research indicates 
that three out of four UK 
homes do not have cable or 
satellite TV links, making 
17m homes "virgin for the 
digital market". Across 
Europe, 60 per cent of homes 
do not have multi-channel 
a ccess via cable or satellite. 
In the US, this figure is 
modi lows, at 30 per cent 
BDB says its research 
shows that 63 per cent of the 
17m homes in Britain are 
prepared to pay for more 
choice on '-terrestrial lines,. : 


-TOPBOXES. 


P atrick Custer is the 
chief executive of a 
company that has 
seen its turnover plunge 
from $25Qm to *l-5m inside 
three years. Most top execu- 
tives in his position would 
be extremely anxious. But 
for Mr Custer, dramatic 
decline in revenues is part of 
a plan to redirect the ener- 
gies of UniVlew Technolo- 
gies Corporation, into a 
dynamic emerging market 
that may dominate the con- 
sumer electronics and IT sec- 
tors in the next century. 

UniView owns Curtis 
Mathes, a name that was 
prominent among US- TV 
manufacturers. ' Until two 
years ago. it made expensive 
high-end TVs. But Mr Custer 
has no nostalgia for this 
past. “We still own some 
patents, and being in that 
business helped us to under- 
stand the TV viewer," he 
says. 

.Today, Mr Custer's preoc- 
cupation Is with the world of 
the set-top box. In theory, 
the set-top box is a beauti- 
fully simple idea: take one 
device that mixes and 
matches digital signals from 
different sources; then con- 
nect it to a TV set and allow 
the viewer to break out of 
Conventional progr arnmi np 
and join the Internet without 
first owning a computer. 

. The set-top box is the key 
to opening up di gital pro- 
gramming, whether from 
conventional terrestrial 
land-lines, cable or satellite. 
It is the device that the 
viewer turns to in order to 
manipulate the vast, and 
potentially confusing, choice 
that digital TV offers. 

UniView is licensing its 
set-top box designs to other 
companies, notably tele- 
phone companies. Mr Custer 
believes that bis organisa- 
tion enjoys an advantage by 
concentrating on the design 
i and licensing of devices that 
boast telephony features 
such as speaker phones: By 
pushing a button on the 
remote control, a user ran 
hear a telephone caller over 
the TV speakers. Hie famil- 
iarity of telephone controls 
may be a powerful selling 
tool as companies battle to 
entice consumers into a new 
range of entertainment prod- 
ucts. 

UniView is working with 
other high-technology play- 
ers such as Motorola, Lucent 
Technology and the UK’s 
Acorn. 

The set-top box market is 
truly international. Pace 
Micro Technoloev is a £20Qm 


giving it a potential domes- 
tic market of lim homes. 
Despite talk of WO or mare 
channels under the new 
regime. BDB regards 30 
channels as a manageable 
choice for the consumer. 

The exact way in which 
TV will adopt a raft of new 
technologies - and the atti- 
tude of potential consumers 
- is the subject of great 
debate.^ The volume of 
reports and comment on this 
issue is almost overwhelm- 
ing; one contributor to tiifc 
argument is the Cap Gemini 
Group which this year fore- 
cast that the demand for 
interactive shopping services 
win propel digital broadcast- 
ing to prominence during 

Broadcasting 
executives 
speak of a 
technology to 
give them 
control over 
'eyeballs in 
the home’ 

the next 12 months. 

While the move to digital 
services will boost spending 
by new TV companies on 
equipment, the advertisers 
eager to exploit the new 
medium will be itigtaiiinp 
call centres and technical 
support services to back up 
products sold via expanding 
menus on offer to viewers. 

John Moroney, a telecoms 
consultant with the high 
technology analysts, Ovum, 
points out that the improved 
gjgnai from digital television 
“is not a huge issue to UK 
consumers", who already 
enjoy a good service from 
analogue TV. It is -the scope 
of the new service: that will 


attract viewers. 

“You will get an almost 
llmitlessnumber of chan- 
nels. For the advertiser, this 
means precise targeting, 
with. Interactivity making 
those adverts more , effec- 
tive," says Mr Moroney. ■ 

The opportunity of digital 
TV also brings the danger of 
diluting the impact of adver- 
tising if the .segmentation is 
not effective, according to 
Mr Moroney. 

US-owned Symbionics, a 
sm company ,' with offices 
in Cambridge in the UK, is a 
design services business that 
is cashing In. on the demand 
for digital TV products. Its 
customers include Ericcson 
and Sony. 

Symbionics' interest is in 
the . production of devices 
that consumers will want to 
use. Henk Koopmans, the 
marketing director, argues 
that simplicity of design is 
key to making consumers 
adapt to interactive services: 
“There are a wtHmi TVs out' 
there, but only 100 million 
PCs. The new generation of 
TVs will have the processing 
power. of a Pentium PC, but 
just presenting the user with 
a keyboard won't work. You 
must give *ht>m something 
like a telephone, with 
around eight keys and a 
straightforward interface. 
Any thing more complicated 
won’t work.” 

The business software 
giant, Oracle, has. a 60 per 
cent hnMmg in a joint ven- 
ture with Netscape, the 
Internet software developer, 
aimed at developing soft- 
ware for the digital TV 
industry. Network Comput- 
ing Inc (NCD Is based in Cal- 
ifornia On I tip gamp wiinp iyi 
as Oracle's world headquar- 
ters, but in a separate build- 
ing, em phani.qing the dedi- 
cated mission of an 
organisation that will pour 
programming into set-top 
boxes. ' 

Stuart MitchelL Oracle’s 
UK director of business 
development in telecoms »nd 
media, works very closely 
with NCL He says the infra- 
structure development .that 


wfil accompany the lau&j 
of digital channels isimpr*. 
sive. “The market is alreafo 

worth SI 00m in Europe .. 

this is real money. The dig 
tal. broadcasters aO. heed fc 
upgrade their networks ati 
station technology.” 

Oracle is using its track 
record in the large comma-, 
dal database software stir- 
ket to promote applicative 
that contain visual imatf -J 
for the digital Chaim® i 
Online banking and edwa- - 
tional services are petes. '■ 
tially lucrative, for the sot ■: 
ware . industry, Mr Mitchi 
says. 

“People who want to offe 
services over the digital net- 
work seed tools to goven : 
-what the customer wm set 
The otyect of the toolset w ; 
are creating is to make t i 
quicker and easier to j 
programmes.” 

Acorn Group has 'take! i 
the logical step from PC 
manufacturing to makinj 
interactive digital TV set-ty 
boxes. Andy Mee. vice presi 
dent for business develop 
ment, is a sceptical vote 
among the- market optimidA 
He points out that users arf 
happy to work cm an interne 
live level with a PC becans 
of its physical proximity, ■* 
two-foot experience" whll 
TV viewing takes -place a 
greater distance - “a tea 
foot experience" - and doei 
not easily lend itself to ihtan 
active services. . . 

“You will not see a sodded 
surge in i n tera c t iv e service^ 
until the provides can don 
onstrate a dear benefit," h - 
predicts. 

The broad spread of plajj 
grs in this markat wndHt tin w 
foe size of the rewards fc 
prospect for those who gaii 
a commanding role. In ham 
entertainment and business. 

The personal compote 
c omman ds the attention a 
‘eyeballs in business?; how- 
ever, in the digital frrewt 
casting world, execntrQ 
talk of acquiring a techno! 
ogy that will give them am 
trol over ’eyeballs in the 
home'. This domestic market 
is potentially a huge prize 




The key to digital 
programming 


Set-top boxes will allow viewers to 
break out of conventional 
programming and join the Internet 
without first owning a computer 


UK company that is one of 
three suppliers appointed by 


i.ming up against Micro- 
soft is Sun Microsystems. 


Microsoft. Along with Sun Sun acquired Diba, a Silicon 
and Oracle, Microsoft bought Valley start-up operation, in 


into the digital TV and set- 
top box market in 1287. 

The potential for expand- 
ing digital Information into 
the domestic while 

bypassing, the conventional 
PC means' these IT giants 
could not afford to ignore 
the set-top box. ' 

Andrew Wallace,. Pace 
marketing director, is 
looking way beyond the UK 
market Most of the 1.5m dig- 
ital set-top boxes priced at 


last years’ buying spree. At 
the same time, Oracle pur- 
chased the Navio subsidiary 
of Netscape. 

Joe Gfllach, a Sun market- 
ing director, was vice presi- 
dent of mar k eting at Diba. 
“All three small com parries, 


set-top boxes? “This market 
was never going to mate* 
as fast as people; forecast, 
but then we never claimed it 
would,” he says. 

The user-base of this tw& 
oology Is emerging, desnj} 
cautionary noises from sate 
analysts. Margartf Fitzger- 
ald, a 76-year-old epthnsfeg 
from Massachusetts, has 
bear subscribing to WebTV 
for the last year. “My e® 

(lieu and g ra^uldiUJii M; SB! 

spread across' five states and 
two continents. I- keep in 
touch with them alLria W 
television screen." ,, 

Mre Fitegerajd senebabwd 


the set-top box. Diba, Navio and WebTV, Mrs Fitzgerald' sends abort 

Andrew Wallace,. Pace, were doing the same kind, of ten e-mails a weekthrengfa 
marketing director, is thing" Mr GQlach- recalls. her WebTV, discdimSdiie 
looking way beyond the UK “The summer of buy-outs - the system and ; brfnghg 8 
market Most of the 1.5m dig- was a recognition on. the with her when she travels to 
ital set-top boons priced at part of Sun. Oracle and Florida for the ..winter 
up to £500 each, that Pace Microsoft that the concept of months. • 
has sold have been destined ah alternative platform in - Mrs Fitzgerald a typical of 
for South America and Asia, the home was compefiing." emerging consumer groups 
“In France, the broadcast- Three small operations, , who may be the true chan 


for South America and Asia. 
“In France, the broadcast- 


ers are already offering with around 100 employees 


Interactive services for 
sporting events such as the 
soccer World Cup and cycl- 
ing's Tour de France." he 
says. . 

P ace boxes are pro- 
moted through the 
Canal Plus subscrip- 
tion channel. Mr. Wallace 
recently visited the confer- 
ence of the US National 
Association of Broadcasters, 
where digital TV and Inter- 
net access via the TV were 
key themes. But he is cau- 
tious about the Immediate 
prospects for a world of TV 
viewers logging on to the 
Internet. “Net access 
through set-top bores Is not 
going to be explosive in the 
coming year. Interactivity 
needs to be carefully 
designed," he says. 

At Microsoft, 600 of its 
13,000 employees now work 
on services for its WebTV 
operation; one of the three 
IT industry TV ‘purchases’ 
of 1997. WebTV connects the 
viewer to the Internet with- 
out a PC, with a WebTV ter- 


each, had sparked a lot of 
interest. For Mr Gillach, the 
big question is pricing. “Can 
you bring the cost of these 
devices down toJSOO?" 


emerging consumer grow* 
who may be the true dag> 
pions of the next generate 
of products from an indnstu 
that cut its teeth tri.a youtb- 
ful ' market; -r Forrester 
Research speaks of fneo- 
hearthmindars" • --'-parents 


Prominent . US research who will subscribe to tbe 
group; Forres te r has spoken Internet, and. interactive TV 


of IT companies praying for 
a new generation of “mouse 
potatoes” surfing the Inter- 


services to boost '.fhefr-ttB* 
dren's education. . ". 
Spyglass, a $20m Qucagn 
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net in the same manner- as company , supplies search 

compulsive TV viewers. But engine' software' for set-WP 


Mr Gillach thinks the set-top 
box audience will not want 
to au itself With rrarrpTriw 

mice. “Look at a kitchen 
blender: that's the sort of 
device that con sum ers will 
pay for because it’s easy to 
use." 

Ease of application is care 
to the Java programming 
language .from - Sun. Aimed 
at allowing developers to 
tum around quick new prod- 
ucts for consumer devices 
with computer chips, Java 
should have a bright future 
in the world of the set-top 
box. Chips incorporating 
Java technology are now 
being licensed by electron- 


boxes, allowing the TV settt 
decode and display toftrt»- 
tion from sources tbaf 
include the Internet . ; 

David Banfs-EVazis. EaCfa 
pean managing director 
the company, thinks that* 
will take more than.tha P 40 ' 
ence of .big-name'TT cofflP* 
nies to make thaitoMP 0 * 8 ’ 
and the. TV convttge. “G* 
cle and Microsoft - h**? 
invested vast; Juans 01 
money. But a consume r' 
ket is Very, .very; diffij r8 F? 
from an IT market," 
observes. “I’m 
Internet TV idonltoapg* 
but It wont ■ be..sb* ir " B ® 
thing consumers , wsut" 

The set-top box is clean? 


out a PC, with a WebTV ter- ics-related companies as The set-tro box is 
minal incorporating Micro- diverse as Korea’s LG and here to slay. But the uses ifc 

soft software available from IBM. will be put to art not 

*99, plus *22 par month As a recent recruit to the obvious. Grandmothers and 
rental including service. world of Sun, Mr Gillach dedicated parents •will ^ 
Our experience to date Is takes a relax ed view of Java: for services that. -apply 10 
mat WebTV reaches people “Java chips are just emerg- their lives. These may no 1 ** 

mat PCs don't," says Judy fog as powerful and cheap exactly what the prophets ® 

Gibbons, director of online devices," he says. TV and PC convergent 

savices at Microsoft UK Will thev come to cower have in mind. 
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DIGITAL AUDIO BROADCASTING . By Geof^ Naim 

Coming soon: 
radio with 
pictures 

As well as offering improved sound 
quality, digital audio broadcasts will 
? . r 3/id images relating to 
individual programmes 


DiGl TAL BROADCASTING 


HIGH QUALITY DIGITAL BROADCASTING 


I n an age of digital televi- 
sion and the Internet, 
radio broadcasters know 
they must innovate or 
:’awly fade away. But how 
to change this time-worn 
medium without alienating 
the millions of loyal listeners 
who treat radio as a faithful 
companion? 

Digital Audio Broadcast- 
ing (Dab) aims to achieve 
this delicate balancing act. 
eliminating analogue radio's 
drawbacks but without 
abandoning its many advan- 
tages, such as low cost, 
small size and ease or use. 
Dab is seen by most broad- 
casters as the future of radio 
as it makes more efficient 
use of crowded airwaves and 
provides CD-quality sound 
that is noticeably better 
than an FM analogue broad- 
cast 

The in-studio technology 
used to edit and produce 
radio programmes is increas- 
ingly digital - and full digi- 
tal broadcasting, using the 
Dab standard, is seen as the 
logical evolution. 

“Digital technology is 
transforming the broadcast- 
ing industry,” says Glyn 
Jones, managing editor of 
BBC Digital Radio. 

As well as offering better 
sound quality. Dab allows 
broadcasters to transmit text 
or data relating to the pro- 
gramme. so listeners could 
read - on a small LCD 
screen - the plot line for a 
radio serial or see artist, title 
and composer details for the 
song currently playing. A 
more ambitious use would 
be to broadcast a succession 
of images from the promot- 
ional video accompanying a 
song. 

The limited bandwidth of 
Dab cannot support moving 
images so. instead, a ‘slide 
show' approach is used with 
images changing every ten 
seconds. The possibilities are 


endless, broadcasters claim , 
and pilot broadcasts in sev- 
eral European countries 
have demonstrated the feasi- 
bility of these new services. 

However, broadcasters are 
frustrated by the manufac- 
turers' continuing delays in 
launching Dab receivers for 
the consumer market "Until 
we know what ‘box' will be 
used, it's difficult to design 
services,” says Mr Jones. 

Prototype Dab receivers 
have existed for some years. 
Gran dig, the German manu- 
facturer, has demonstrated a 
Dab in-car receiver that can 
be attached to a mono- 
chrome or colour display 
similar to a miniature TV. 
But such prototypes are 
pricey and manufacturers 
have traditionally been 
reluctant to begin volume 
production of Dab products 
- which would bring down 
prices - until the population 
covered by Dab broadcasts 
reaches a sufficiently high 
IeveL 

Mr Janes ciaimc this point 
has now been reached in sev- 
eral countries. The BBC. 
which has been r unning 
DAB broadcasts since 1995 
claims its Dab transmitters 
can now reach 60 per cent of 
the UK population - mare 
than 30m people. 

In the coming months, 
Sweden, another Dab pio- 
neer, aims to reach 75 per 
cent coverage with its 
national Dab service and 55 
per cent with a regional ser- 
vice. But the number of 
people who today hear Dab 
broadcasts can be counted in 
hundreds rather than mil- 
bras because of the lack of 
affordable Dab receivers fra 
consumers to buy. 

The big step forward could 
come this summer when 
radio makers such as Grun- 
dig, Kenwood, Pioneer and 
Clarion say they win start 
volume production of Dab 



The shape of things to come: this BBC digital radio receiver has a muttfanedfa screen on top for 
displaying text and Images. The BBC worked with the 1DEO design consultancy to produce this 
concept radio. Also featmd here is a mini speaker, finked to the receiver by 8n infra red septal 


car radios. Sets far the home 
siiniiM not be far behind and 
Bosch recently demonstrated 
a portable Dab radio with 
LCD screen similar to a cel- 
lular phone 

The In-car market initially 
offers most interest to Dab 
manufacturers, as buyers 
are used to paying steep 
prices for high-quality in-car 


The in-car 
radio market 
offers most 
interest to the 
makers of 
digital audio 
broadcasting 
systems 


entertainment. As well as 
CD-quality sound. Dab 
broadcasts are virtually 
immune from interference 
and fading So programmes 
are not suddenly lost when 
the car passes through a tun- 
nel or under a power lines. 

Another promising Dab 
product is a plug-in receiver 
card for PCs. This would 
allow PC users to listen to 
the radio whilst working on 


a spreadsheet and view pro- 
gramme-related data - such 
as eong details or competi- 
tion roles - in another win- 
dow on the screen. 

Dab was developed as a 
European standard and Its 
influence has spread further 
afield as broadcasters from 
South Africa to South Korea 
see in DAB the future of 
radio; the only important 
markets that have not com- 
mitted to the standard are 
the US and Japan. 

One of the principal 
advantages of switching to 
Dab is that a single fre- 
quency - called a “multi- 
plex" - can cany up to six 
stereo or 12 mono services, 
or any combination in 
between. So. six stereo sta- 
tions that today each require 
a dedicated FM frequency 
can be combined on a single 
digital multiplex. 

By moving national and 
local radio stations to a 
handful of Dab multiplexes, 
governments could free fre- 
quencies in the crowded FM 
band and ultimately pull the 
plug on analogue radio 
broadcasts — though that is 
unlikely to happen for a 
decade or so. 

In the UK, two pilot Lon- 
don-only multiplexes are 
already carrying the broad- 
casts of a dozen local FM 


Pioneer in high-end 
digital TV market 


radio stations. But Dab also 
allows broadcasters to go 
beyond audio and use some 
of the multiplex capacity to 
transmit data that is not 
related to prog ramming . 

GWR, an Independent 
radio group in the UK. has 
performed test Dab broad- 
casts of financial data and 
digital video - the quality of 
the video is s imil ar to that 
achieved over the Internet 

The World Dab Forum, an 
umbrella organisation set up 
to promote the standard, car- 
ried out a consumer study 
last year that showed 37 per 
cent of households in Europe 
would be "very interested” 
in buying digital radios, 
which amounts to around 
33m families. 

The respondents were also 
prepared to pay substan- 
tially more for receivers 
with Dab facilities - up to 50 
per cent more for car radios 
and hi-fi systems, and 
around twice as much for 
portables. But until products 
are widely available in 
stores, the industry does not 
know whether these inten- 
tions will translate into 
much-needed sales. “The 
next step is in the manufac- 
turers' hands," says Mr 
Jones. 

Broadband issues: Page 8 


W hile many digital 
broadcasting play- 
ers make tools for 
transmitting to mass audi- 
ences, ECI Telecom, an 
Israeli telecommunications 
manufacturer, is carving out 
a role In the smaller, high 
end of the market for profes- 
sional television production. 

Last year. ECI launched 
Hi-TV, a digital broadcasting 
system designed to handle 
top quality television and 
video. The system broadens 
the potential of broadband 
terrestrial telecom networks. 
These networks carry thou- 
sands of times more data per 
second than regular net- 
works. 

Hi-TV was named trans- 
mission system of the year 
last September by Interna- 
tional Broadcasting Maga- 
zine, an industry publica- 
tion. In April, MCI of the US 
used it for the first ever live 
digital High Definition Tele- 
vision [HDTV] broadcast of a 
baseball game between the 
Texas Rangers and the Chi- 
cago White Sox. 

With Hi-TV. ECI hopes to 
create an alternative to sat- 
ellite broadcasting of live 
sporting events from sta- 
dium to studio. They are 
also targeting television, 
advertising and film indus- 
try professionals, who must 
work with top quality mate- 
rial during production. 
Hi-TV could put an end to 
the cumbersome and costly 
practice of sending film and 
video back and forth by cou- 
rier from one studio to 
another. 

“Introducing telecommuni- 
cations to the television pro- 
duction industry could have 
the same impact od the 
industry as it has had on 
hankin g, insurance or mak- 
ing motorcars," says Jona- 
than Cramer, managing 
director of ECTs broadband 
multiplexer business unit. 

The facility that makes 
Hi-TV possible is the prolif- 
eration of easily accessible 
broadband networks. As in 
all data communications, the 
key to success is compres- 
sion. 

However, smooth trans- 
mission of high quality 
material, says Cramer, poses 



Hi-TV is finding favour In sports breadcasting. Pictured here are 
Brazilian players, winners of the 1994 soccer World Cup. The next 
World Cup wW be this June - and the June Z FT-IT Review wil 
cany a special focus on the impact of TT in sport ap 


a different challenge than 
broadcasting to a mass audi- 
ence. This is because for a 
mass audience, which will 
only watch a program once, 
broadcasters are willing to 
sacrifice quality by com- 
pressing the broadcast 
tightly. Devices that handle 
this end of the broadcast 
involve relatively low bit 
rates. 

Quality level 

Transmitting for profes- 
sionals demands High qual- 
ity throughout the process, 
however. “When you are 
going to go through succes- 
sive chains of editing - com- 
pressing, decompressing and 
recompressing - you lose 
quality," says Mr Cramer. 
“After about eight times, it 
looks awful." 

Devices for high quality 
broadcasting must therefore 
be capable of handling high 
bit rates, he explains, 
because only light compres- 
sion is tolerable. 

When big 'chunks' of tele- 
vision travel over a shared 
network, however, addi- 
tional problems emerge. For 
example, when lines become 
clogged with other data, digi- 
tal TV broadcasts can ‘get 
the jitters’ [industry jargonj. 
throwing the broadcast out 
of synch. 


ECI designed its system 
with quirks like this in 
mind, drawing on its experi- 
ence in the telecoms market 
Indeed, Hi-TVs technology is 
an adaptation of DOME, tele- 
phony compression products 
in which ECI is a world mar- 
ket leader. 

Industry analysts estimate 
the nascent market for high- 
end digital broadcasting 
equipment could be worth 
between $200m and $500m a 
year. Hi-TV’s main competi- 
tion comes from Sony. 
Lucent Technologies of the 
US, and Nortel of Canada. 
ECTs edge is confirmed by 
MCI. which along with seven 
other companies, is partici- 
pating in a three-year. $60m 
HDTV project backed by the 
US government that will end 
this September. 

Fred H uffman, senior engi- 
neer at MCI. says ECI is 
cheaper and faster than the 
competition. Before choosing 
ECI, proposals were consid- 
ered from manufacturers of 
both telecoms and broadcast- 
ing equipment “When you 
looked beneath the surface," 
says Mr Huffman. "ECI 
knew more about the televi- 
sion world than the broad- 
cast equipment manufactur- 
ers knew about the telecoms 
world Av - Mach |jg 

in Tel Aviv 
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BROADBAND TECHNOLOGIES • By Tom Foremski 


Aiming for faster Internet access 


Each country has its own type of 
communications infrastructure which 
will determine which broadband 
technology will be dominant 


U S telephone and 
cable TV companies 
are gearing up to 
offer tens of millions or cus- 
tomers Taster Internet access 
through inexpensive cable 
and telephone line modems 
thanks to advances in broad- 
band technologies. 

Leading US computer com- 
panies are helping to pro- 
mote broadband technolo- 
gies as they eye 
opportunities Tor software 
and hardware sales. And 
Internet firms are preparing 
new types of web-based con- 
tent such as digital televi- 
sion and CD-qunlity music 
piped into customer’s homes 
through faster Internet con- 
nections. 

There are two main US ini- 
tiatives. with one camp 
pushing cable TV modems 
while a rival camp is promo- 
ting ADSL f Asymetrix Digi- 
tal Subscriber Line) technol- 
ogies which operate over 
regular telephone lines. 

Until recently, most indus- 
try observers were predict- 
ing that cable modems 
would win the battle against 


ADSL modems. But 
advances in ADSL technol- 
ogy. called 'splitterless 
ADSL', have changed those 
forecasts. The advantage of 
splitterless ADSL is that 
there is no need for a sepa- 
rate line 'splitter' separating 
voice and data calls on the 
telephone line. 

“ Splitterless ADSL repre- 
sents considerable cost- 
savings for phone compa- 
nies. otherwise they would 
have to send technicians to 
every home to install ADSL 
and they would need more 
expensive equipment at the 
switching offices,” says Will 
Strauss, president of US 
market research firm. For- 
ward Concepts. 

Splitterless ADSL, also 
called DSL Lite or Consumer 
DSL iCDSL). offers band- 
width of up to 1.5 Mbits per 
second, more than 50 times 
faster than current 56 Kbit 
modems. Although cable 
modems potentially offer 
speeds of 4 Mbits and mare, 
that bandwidth is usually 
shared between many users 
on the same cable circuit. 


Splitterless ADSL has 
received the heavyweight 
backing of Microsoft, Intel 

and Compaq Computer. The 
three companies have set up 
a consortium called the Uni- 
versal ADSL Working Group 
ana have persuaded GTE. 
Ameritech. BellSouth. 
Ameritech. SBS Communica- 
tions, and US West, four of 
the five largest regional US 
telephone companies to sup- 
port the technology. The 
goal is to offer standard Con- 
sumer DSL modems for 
about the same price as a 
traditional modem, and one 
that they can buy at any 
computer store. 

Forward Concepts had 
originally predicted that 
cable TV-based modems 
would win the lion's share of 
the market, compared with 
ADSL, in a report published 
late last year. Forward esti- 
mated that by the year 2002, 
there would be about 7m US 
users of cable modems, four 
times the number of ADSL 
modem users. But Mr 
Strauss concedes that the 
gap between the two will be 
much narrower if CDSL 
modems become widely 
available. 

The Universal ADSL 
Working Group has adopted 
DSL technology developed 


by US firm Aware using a 
modulation technique called 
Discrete Multi Tone. CDSL 
offers downstream speeds of 
between 512 Kbits to 1.5 
Mbits, and 12 S Kbits and 384 
Kbit per second speeds 

upstream, roughly equiva- 
lent to a H line. 

-Our DSL Lite technology 
clearly moves DSL beyond 
the r ealm of a telecommuni- 
cations transmission system 
toward that of a PC modem," 
said Jim Bender, CEO of 
Aware. 

T he involvement of 
Intel, Microsoft and 
Compaq in sponsoring 
broadband communications 
technologies is self-serving. 
Intel wants to ensure that 
there will be demand for 
high performance micropro- 
cessors, and a technology 
such as CDSL will provide a 
need for more powerful PCs. 
which in turn will benefit 
Compaq, the leading vendor 
of PCs. 

Microsoft benefits from 
every' PC sold and it is also 
making a big push into 
online content delivery. To 
really exploit the potential of 
that, Microsoft needs bigger 
data pipes into the home, 
hence its support for cable 
modems through its $lbn 


investment in the US cable 
TV company, Comcast, and 
CDSL. 

“If there is any area that I 
have a little concern about - 
in proceeding fast enough — 
it is communications tech- 
nology, being able to connect 
up these machines at very 
fast speeds ” said Microsoft 
chairman Bill Gates at a con- 
ference for investment bank* 
ers in San Francisco. 

There are still significant 
technical challenges to be 
dealt with for both CDSL 
and cable TV modems. For 
example, cable TV modems 
are sensitive to interference 
picked up through leaks in 
cables, which can then be 
amplified wi thin the net- 
work. 

The success of these 
broadband technologies also 
depends on how aggressively 
telephone and cable compa- 
nies move. US telephone 
companies' commitment to 
faster Internet access 
through ISDN, has been dis- 
appointing, showing little 
enthusiasm despite strong 
customer demand. 

Similarly. US cable TV 
companies have spoken 
about adding fast Internet 
access services but have 
been slow to exploit the 
potential business opportuni- 


ties Tor cable modems. 

“With the involvement of 
Intel, Microsoft and Compaq. 

the phone companies are 
being poshed to be more 
aggressive.” points out Mr 
Strauss. "The phone compa- 
nies have been holding out 
because of the lack of stan- 
dards. but this is now chang- 
ing." 

Over the short term, cable 
modems are expected to gen- 
erate an early lead over 
ADSL, because cable modem 
industry standards have 
already been developed by 
the Multimedia Cable Net- 
work System consortium, 

“The business model for 
cable modems is much more 
attractive,” says Mike Val- 
iant. product manager at 
network equipment firm 
3Com. “Basically, for a cable 
company to offer cable 
modem service it needs to 
deploy head-end equipment 
which enables a high speed 
downstream service to be 
offered to its customers. This 
equipment Is relatively low 
cost as cable modems work 
on the basis that the infra- 
structure is shared by many 
hundreds of users.” 

Each country has its awn 
type of communications 
infrastructure which will 
determine which broadband 



Bffl Gates, Microsoft chairman: 
making a big push Into onHne 
content delivery 


technology will be dominant, 
says Mr Valiant For exam- 
ple, in the UK, only about 26 
per cent of homes receive TV 
programmes through cable, 
compared to about 95 per 
cent in Belgium. In Finland, 
companies can rent tele- 
phone lines from telecom 
companies and offer ADSL 
services, bat in the UK. Brit- 
ish Telecom does not allow 
these kinds of services from 
third parties. 

The key word is competi- 
tion: if there are companies 
in each country providing a 
variety of either cable or 
ADSL-based services, con- 
sumers and businesses will 
benefit from fast Internet 
access at low prices. 


FT web site 
wins high 
ranking 

FT.com. the Financial Tfrnes 
web site, has become the j 
most popular European- 
based nows web 'site, 
according to the latest Hot 
100 rankings. It was already 
the most popular non-US 
based finance site. 

Fallowing its redesign four 
weeks ago, FT.com jumped 
14 places to number IS In 
the April listings of news 
sites. That took it tar the first 
time above rivals such as the 
Electronic Telegraph and the 
(London) Times. 

The site has doubled the 
number of page views that it 
serves In the past four 
weeks. ‘A key aim of the 
redesign was to make It 
easier for our usa-s to move 
around the site and discover 
more of both the quality and 
quantity of what's there," . 
says Paid Maidment, editor 
of FT.com. The rankings are 
compiled by Web21. a 
Californian online company 
that counts web traffic. 
Rankings are dominated by 
US sites, led by CNN, USA 
Today and ABC News. Apart 
from FT.com, only two other 
non-US sites, The Age and 
The Sydney Morning Herald, 
make the top 15 news sites 
for the month. 

□ The Hot 100 rankings: 
http:Jlwvrw.hot100.com/ 




INTERNET BROADCASTS 


Webcasting 
heralds many 
new services 


TV and film 
companies are 
taking the 
Internet very 
seriously, reports 
Joia Shillingford 

S treaming audio and 
video down the 
Internet promises to 
deliver a wide range of new 
services to both businesses 
and consumers. 

“Audio and video are 
already happening on the 
Internet." says Paul Ayres, 
European managing director 
of the US company, 
RealNetworks, “and as time 
goes on. webcasting will 
become increasingly 
widespread. " 

RealNetworks, which 
produces audio and video 
software for the Internet, is 
already working in the UK 
with companies such as ITN. 
the BBC, Capital Radio and 
the British Film Institute. 
“ITN regularly broadcasts 
news headlines over the Net 
and the BBC puts out the 
entire contents of the Mine 
O'clock .Wick " says Mr 
Ayres. 

UK radio stations Virgin 
Radio and Classic FM are on 
air and on the Net at the 
same time. And. in the US, 
TV channels, such as CNN 
and Fox News, broadcast 
live on the Net at the same 
time as they broadcast to TV 
viewers. 

A number of companies 
are also broadcasting 
training videos, the 
thoughts of the chief 
executive, or public 
shareholders' meetings over 
their company intranet (or 
private Internet). For 
example, tbe aircraft 
company. Boeing and 
technology companies Bay 
Networks and Sybase, all 
broadcast video over their 
intranets. 

The research company 
Gartner Group webrosts lor 
broadcasts over the Net) to 
selected audiences. Last 
month, it webcast video and 
audio from its conference. 
‘Gartner Group Predicts: 

The IT Marketplace', in San 
Diego, to customers world 
wide. 

Benefits 

“Traditional broadcasting is 
linear." says Ayres. “The 
Net is interactive. It lets 
users select the stories they 
want to watch, in the order 
they want to watch them. 

“They can also mix and 
match, getting their socio- 
political news from the BBC 
and their world news from 
CNN. Users can get the TV 
and radio stations they want 
from anywhere. An 
expatriate Englishman 
could watch the .Vine 
O 'Clock AVt rs via the Net 
from Nairobi. 

"The Net increases the TV 
and radio footprint," says 
Mr Ayres. “Longer-term, 
this will command a fee.” 

To receive audio and video 
information over the 
Internet a user needs a 
multimedia PC with 
speakers, Internet browser 
software and audio/video 


software. Ideally, the PC 
should have at least an Intel 
Pentium chip inside. The 
good news is that the audio 
and video software, such as 
RealNetworks' RealPlayer 
can be downloaded free 
from the Internet Once 
downloaded, the software 
sits in the user's internet 
browser. 

Then, when the user 
connects to the Internet to 
watch a programme, a 
channel is created between 
the user's PC and the 
broadcaster's server 
computer. This is known as 
streaming video. Instead of 
a user downloading all the 
images to a hard disk and 
then watching them - which 
would be slaw and require a 
huge disk - the user 
watches them stream past 

The images are 
compressed, sent over the 
Internet from the 
broadcaster's computer, 
then decompressed at the 
user's end. otherwise they 
would be bulky to transmit. 
The quality of image that 
can be received using 
streaming video varies. 

A user with a modem (a 
communications device) 
operating at 28,800 bits per 
second, can receive audio 
and video at 6-8 frames a 
second. This compares with 
28 frames a second for 
commercial television and 
30 frames a second for the 
cinema. 

"Tbe quality depends on 
the type of image being 
received." says Mr Ayres. 
"With news, tbe background 
changes little and yon can 
get something eminently 
watebabie." 

Users might, however, 
find it disappointing after 
conventional TV. The 
advent of a faster modem 
standard X2. giving 56 
kilobits a second, will 
provide a frame rate 
approaching 12-15 frames a 
second. Or with higher 
bandwidth technologies, 30 
frames a second. 

Higher bandwidth 
technologies include Tl 
lines (in the US), cable 
modems (for nse over cable 
TV networks) and XDSL, a 
technology for providing 
higher capacity over 
standard analogue phone 
lines. 

The biggest supplier of 
audio and video software to 
internet users is 
RealNetworks. Mr Ayres 
says 40m copies of its 
software (some just for 
audio) have been 
downloaded from its 
iiicic.rvnLcom site. Of these, 
l2-15m copies are of its 
latest video software. 

RealNetworks recently 
acquired Vivo software, 
another leading Internet 
video company. It is also in. 
what it calls "co-opetition" 
with Microsoft. 

“Microsoft has bought the 
rights to our technology and 
is embedding it in a product 
of their own," he adds. 

In the future, users will 
even watch films over the 
Internet, suggests Mr Ayres. 

When the company 
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Solutions for a small planet 


The new IBM PG 300 PL. Built-in Alert on LAN 
* Up to 400MHz 1 Intel Pentium* II processor ■ Intel 440BX 
core chip set » 3D AGP graphics ■ Integrated Intel 
10/100 ethemet with Wake on LAN ■ Up lo 6.4GB3 SMART 
hard drives « Starting at £8894. 
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The new Netflnity 3000 Server. Lotus Domino Intranet Starter 
Pack ■ 90 day start-up support ■ 3 year on-site warranty 
■ Up to 350MHz 1 Intel Pentium* II processor ■ Level 2 cache: 512KB 
■ Up to 384MB SDRAM ECC memory ■ 100MHz 1 Bus speed 

■Starting at £1,250*. 


e-business means better business. Pure and simple. And lor better business you needs better tools. Tools like the ThtakPad 600. A portable e-business machine, 
It’s the Ihinnest ThinkPad ever to offer a built in CD ROM and complete connectivity - allowing you to access your company* resources wherever you happen to 
be. At your desk too. e-business tools get you connected and keep you connected. The PC 300PL is network ready. And its industry-leading Alert on LAN can help 
eliminate system downtime - notifying IT managers of potential problems even when ifs turned off. And the heart of this e-business network? A server like the 
Netflnity 3000. Designed and tested to run leading network operating systems, such as Windows NT, ifs reTabte enough to trust with business critical applications 
yet ifs still affordable and easy to set up. In fad, on the very day you plug it in you can be doing belter business. Ybu can be doing e-business. For more about these 
and other e-business tools visit www.ibm.com/pe/europB of call 0870 601 0137 {Brian Legg, UK), 0801 800 801 (France), 0180 232 43 53 (Germany) 
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*MHr denotes microprocessor internal clock speed only; other factors may also affect application performance z 2.23kg Is travelling weight. With CO ROM drive, battery and hard drfa 
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VERSATU^ DISKINDUS TRY • i. By^Joeoffrey TMaioi- 


Market fears an outbreak of ‘format wars 


y 


con sumers’ uncertainty over two 
nval fonnats for DVDs in the PC market . . - 

T he launch, of Micro- 
soft's Windows 


% 


gg 

operating system is 
awaited by many, but per- 
haps most eagerly by the 
digital versatile disk indus- 
try, which hopes a new gen- 
eration of Windows 98- 
equipped PCs will stimulate 
sluggish sales of DVD drives 
and disks. 

Windows 98 is Microsoft's 
. ^ first operating system optim- 
9 Jfeed to work with DVD and 
the industry hope the arrival 
of Windows 98 will encour- 
age PC users to upgrade to 
new computers fitted with 
DVD drives. 

Some PC makers — such as 
IBM with its Aptiva range - 
have offered DVD drives an 
selected models since 1997. 
but the arrival of Windows 
98 could see DVD drives rap- 
idly supplant the traditional 
CD-Rom drive as a standard 
device on new PCs. Compaq 
says 70 per cent of its new 
PCs will come with a DVD 
drive by the end of this year. 

“I take that figure with a 
pinch of salt," says Ted Pine, 
president of Infcrtech, a US 
• .• «v market research company, 
ir Analysts have grown accus- 
tomed to the over-optimistic 


forecasts of the DVD indus- 
try and note that three years 
offer first being unveiled, 
DVD is still strugglin g to 
make an impart in the PC 
and consumer electronics 
markets. 

Infbtech says only 300,000 
DVD drives for PCs were 
sold last year compared with 
initial forecasts of twice that 
figure. 

In the consumer market, 
where DVD- video rifofcg are 
being promoted as a replace- 
ment for pre-recorded video 
tapes, the disappointment 
has been even greater, given 
the industry’s high hopes of 
a sales bonanza in the 
run-up to Christmas 1997. 

According to Infbtech, just 
230,000 stand-alone DVD- 
video players were sold in 
1997 in the US. "DVD-video 
did pretty well, but it felled 
to live up to the most hyped 
expectations.” says Mr Pine. 

A DVD-video disk cap be 
played on a stand-alone 
DVD-video player or on a PC 
fitted with DVD drive. The 
latter can also load software 
from DVD disks formatted to 
the DVD-Rom standard.' 

In an effort to spur con- 
sumer awareness of DVD- 


video. Warner Home Video- 
announced last month it 
would allow video stores to 
rent out players so that con- 
sumers could experience the 
superior picture quality and 
sound claimed for DVD- 
video. Consumers are 
increasingly reluctant to buy 
untried technologies, fearing 
another outbreak of the "for- 
mat wars" that have plagued 
the consumer electronics 
industry; . 

In the case of DVD-video, 
there is already a rival 
incompatible technology. 
Diva. This is a pay-per-view 
system developed by Circuit 
City, the largest consumer 
electronics chain in the US, 
and backed by several film 
studios which prefer Divx to 
DVD-video because of its 
ability .to deliver a steady 
royalty stream. 

Each time a Diva disk is 
played, the Divx player dials 
a central database and 
deducts the consumer’s 
account ‘with the appropriate 
rental 

“We remain especially 
excited about the possibili- 
ties for Divx," says Richard 
Sharp, Circuit City’s chair- 
man and chief executive offi- 



Pa na sonte’s DVD Trame theatre* system uses a 12cm disc that holds a two-hour feattas fibre although 
the DVD looks fin a CD, it is capable of producing ci ne ma- qua By sound and pictures 


cer. Analysts are not so sure. 
“Divx has received an inordi- 
nate amount of attention in 
the industry but it has not 
yet made its case to the pub- 
lic." says Mr Fine of Info- 
tech. 

Industry experts say the 
uncertainty caused by these 
two rival video disk fonnats 
in the mwmmar market is 


hindering DVD’s chances in 
the PC market If few DVD- 
video titles are available 
because of poor sales of 
DVD-video players, then PC 
users will Bee less reason to 
pay the premium for a new 
PC with a DVD drive, 
instead of a conventional CD 
drive. Windows 98 will still 
be available an CD-Rom, so a 


DVD drive is not essential to 
use the new operating sys- 
tem. 

Given the incompatibility 
problems that have plagued 
early DVD drives, many PC 
buyers may prefer to con- 
tinue using established 
CD-Rom technology. 

The same issue affects the 
makers of “jukebox" prod- 



drfro gajactty, accessible capacity may be less. ^EuropearLww^je estimated reseller price to rod users excluding VAT. Reseferc set flak own prices, so prices may rant, PC 300PL price does 
lionJivtBS) Pads «• transmute of Lobs Wei Ihs&te end Pentium are registered fisdemaris aid MMX Is strafe mart: of Intel Corporation. 0998 IBM Carp. All rights resenrad.) 

nuwand Qorafoo Wrw« ' ^ . 


ucts that traditionally use 
CD-Rom drives. One such is 
Kodak Business Imaging 
Systems whose latest juke- 
box uses two CD-Rom drives 
with 54 CD slots to manage 
35.1 gigabits of information. 
Colin Cooke, European mar- 
keting manager, rfatw the 
product is “DVD ready", 
meaning it is compatible 
with DVD drives, even 
though Kodak will continue 
to ship it with CD drives. 

Avantis. a UK company 
that makes CD file servers, 
has likewise chosen to con- 
tinue fitting CD drives to its 
products and offer a DVD 
drive as an £500 option that 
attaches externally. 

Trevor Duplock, market- 
ing manager, says DVD will 
undoubtedly be successful in 
the mass storage applica- 
tions — one DVD-Rom ca n 
hold the data of 7 CD-Rams 
- but Avantis is reluctant to 
switch to DVD drives, fear- 
ing incompatibility problems 
between DVD disks and 
drives from different manu- 
facturers. 

The arrival of rewritable 
CDs (CD-RW) further compli- 
cates the choice feeing stor- 
age makers and PC users. 
The DVD standard includes 
a rewritable format, called 
DVD- Ram, that aims to 


address the big criticism of 
CD-Rom - the stored data 
can only be read; it cannot 
be changed. However. DVD- 
Ram is not yet perfected and 
to complicate things further, 
Sony and Philips are promo- 
ting a rival rewritable DVD 
format that is incompatible 
with DVD-Ram. 

CD-RW, by contrast, is a 
stable technology that is 
commercially available and 
prices of CD-RW drives have 
fallen dramatically. “ ’Read 
only' has always been con- 
sidered a major drawback 
for CD technology," says 
Wolfgang Scblicbting. 
research manager for remov- 
able storage at market 
research firm. IDC. 

“Now that these limita- 
tions have been addressed, 
users must decide whether 
to move to DVD and its 
higher capacity, or stick 
with CD and its low-cost 
ability to record.” 

Info tech predicts more 
than &5m DVD drives will 
be sold this year, but Mr 
Pine admits there is a high 
degree of uncertainty in 
such predictions and a lot 
hinges on the success of 
Windows 98. “The onus is 
ultimately on Microsoft to 
deliver Windows 98 in timely 
fashion.” he concludes. 



INTERNET BROADCASTS 


Big interest from 
film companies 


From facing page: 

launched RealVideo just 
over a year ago, it asked 
film director Spike Lee to 
make three films optimised 
for the Internet The film*. 
available on its Web site, 
have been watched several 
thousand times. 

Today, there are 
restrictions on the way films 
can be viewed online, says 
Mr Ayres. As well as 
bandwidth restrictions, 
video can only be viewed in 
a quarter of the screen 
unless Microsoft’s Direct X 
software is used. 

But the restrictions will 
be overcome, he believes. 
“TV and film companies are 
taking the Internet very 
seriously.” he says. “They 
see it as augmenting what 
they do. Sight now, a 
number of film companies 
are very bullish about 
advertising on the Net and 
are using it to show dips 
and as part of the marketing 
mix to promote what they 
do." 

Nethold in the 
Netherlands, which supplies 


footage to leading satellite 
and cable operators in 
Europe has set np an 
extranet (a dosed user 
group on the internet). This 
enables authorised 
operators to download video 
clips from their site, which 
are used to produce 
electronic programme 
guides. Thus, TV operators 
can market their 
programmes quickly on 
their own services or via the 
internet 

Nick Ayre of computer 
services company. Cap 
Gemini, says: “Nethold cuts 
out a huge amount of effort 
and cost in not having to 
distribute video tapes 
around Europe. It can also 
monitor who is using what 
material." 

Paul Ayres believes the 
Internet could opes up new 
markets for broadcasters. 
“ITN does archive some of 
its broadcasts and make 
them available free on the 
Internet,” he says. “But 
broadcasters are starting to 
realise that ‘old news' is a 
valuable resource yon can 
charge for." 


BRITISH COMPUTER SOCIETY AWARD 

The top team will be 
announced next week 


The winner of the 1998 
Information Systems Man- 
agement Award, organised 
by the professional body, 
the British Computer Soci- 
ety, in association with the 
Financial Times, will be 
announced at a dinner in 
London on May 14. 

The speaker will be the 
deputy chairman of Marks 
and Spencer, Keith Oates. 

Individual tickets are £65 
and corporate tables are 
available at £650. The event 
is at the Landmark Hotel, 
opposite London’s Mary- 
lebone Station. 

The awards recognise 
achievement, .Improvement 
anfl innovation in informa- 
tion systems management 
in the UK. The judges look 


in particular for impact on 
business performance, the 
relationship with end-users, 
and the management of 
development or operations 
or both. The award typi- 
cally goes to a team, rather 
than an individual 

Past winners have 
included Ford, Tesco. P&O 
Ferries, Eagle Star Life, 
London Ambulance Service 
and Cheshire County Coun- 
cil. The sponsors are Blue 
Circle Industries, Deloitte 
& Touche, KPMG Impact, 
Unisys, and the Woolwich 
bank and financial services 
group. 

□ Tickets can be booked 
through Karen O'Sullivan 
on 01793 417434 and at 
kosuUivaniiaJxs.org.uk. 
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Fast-changing IT skills prove difficult to develop , 
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Employees with computer 
science degrees do not 
necessarily make the best IT 
staff, reports Philip Manchester 


I t look like double trou- 
ble: the combination of 
the looming deadline fur 
the year 1KJ00 and the Millen- 
nium 'bomb' computer date 
problem, plus the prospect of 
European Monetary Union 
(Emu) and the birth of the 
euro currency, masks two 
long-runni ng problems in 
information technology: how 
can businesses ensure that 
they have the ri\'ht balance 
of IT skills and how can they 
identify the skills they needV 
The recent belated cal! by 
the UK's prime minister 
Tony Blair to fix the year 
2000 computer date problem 
has also focused attention on 
the increasing shortage of IT 
skills. 

Pail or the difficulty lies in 
the fast -moving nature of the 
IT industry. Skills that are 
relevant today could be obso- 
lete in a few months' tune 
because the tecluiology has 
moved on. As a result, aca- 
demic institutions - the 
most obvious primary source 
of skills development - find 
it difficult to keep their syl- 
labuses in line with 
advances in technology and 
iT-based qualifications have 
always been difficult to 
define. 

Graduates 

Most IT companies, for 
example, do not place great 
value on computer science 
degrees as a measure of IT 
skills potential when recruit- 
ing at graduate level. 

~l don't think there is 
much evidence that people 
with a computer science 
degree will make good IT 
people. Indeed, we have 
found that some of our best 
people have degrees in unre- 
lated subjects.'’ notes Vance 
Kearney. UK human 
resources director at data- 
base software giant Oracle. 

“There is no doubt that 
the disciplines of a degree do 
help - but it does not have 
to be a computer science 
degree The trick is to take 
people who have the right 
approach to thinking about 
IT and teaching them how to 


apply this." echoes .lim 
McKenna, human resources 
director at software consul- 
tant Logica. 

Nevertheless, the formal 
education systems is still 
seen as the best place to 
develop basic IT skills. A 
recent NOP survey in the 
UK sponsored by Microsoft. 
Tor example, showed that 
most people iTS per cent) see 
the education system as hav- 
ing the most Important role 
to play in developing IT 
skills. But the same survey 
also showed that almost half 
i45 per cent) of IT contrac- 
tors acquired new skills ‘on 
the job' rather than through 
formal training courses. 

The survey has prompted 
Microsoft to promote indus- 
try-specific course modules 
within the full-time educa- 
tion system. 

■‘The IT industry has 
always had a problem when 
it comes to base qualifica- 
tions - unlike, say. law or 
accountancy where there is 
a tradition of qualifications 
and continued professional 
development." explains 
Debbie Walsh. IT skills 
development manager at 
Microsoft UK. 

“We have found that uni- 
versities are keen to offer 
course modules that culti- 
vate specific skills. They 
want to attract undergradu- 
ates who are beginning to 
see that you need more than 
a degree to get into the IT 
Industry," she adds. 

“Microsoft has pioneered 
arrangements with several 
UK universities, including 
Napier University, and the 
universities of Wolverhamp- 
ton and Brighton - to 
develop course modules 
based on its Microsoft Certi- 
fied Professional (MCP) qual- 
ifications.'' 

“Our emphasis has been 
mainly on the newer univer- 
sities - the former polytech- 
nics. But we are beginning 
to see interest from the older 
established institutions." 
says Ms Walsh. 

The MCP qualifications 
are. of course, geared to 
Microsoft’s own product 


FES 

IT in training 


Hem and on the facing page, 
FT writers examine ways in 
which the fi industry and 
other sectors are attempting 
to ease the IT skins' crisis 
with computer-based training 


range such as the Windows 
NT operating system. But 
Ms Walsh is keen to point 
out that these product-ori- 
ented qualifications are 
offered as additional mod- 
ules rather than being incor- 
porated In the formal degree 
qualification. 

"At Napier, the MCP 
course is offered as an extra 
module. Other universities 
offer it as an extra-mural 
course. And Plymouth, for 
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Going online: Royal Mafl sorters hi London. IT training is a necessity now in every large business 



example, offers students a 
post graduate one-year con- 
version course to help stu- 
dents understand the com- 
mercial aspects of IT. Our 
remit has expanded to cover 
general promotion of tech- 
nology awareness." 

Others are more sceptical 
about Microsoft's intentions. 
“I have some reservations 
about product-oriented 
courses within the education 
system. If it is a genuine 


desire to improve the skill 
pool that's fine. But it could 
be viewed as another way of 
vertically integrating their 
monopoly." notes Mr Kear- 
ney of Oracle. 

“I don’t really like the idea 
of developing course mod- 
ules based on commercial 
products within the context 
of a general course on IT." 
says Mr McKenna of Logica. 

Ms Walsh of Microsoft 
accepts this argument - but 


places it In the wider context 
of the perennial argument 
about the value of academic 
qualifications compared to 
vocational qualifications. 
“There is a place Tor both 
and we are talking to the 
UK's department of educa- 
tion and employment about 
how we can find the right 
balance and get a good broad 
base of all kinds of skills." 
she says. 

IT itself may of course pro- 


vide part of the answer, 
innovative ways of deliver- 
ing educational material - 
both for academic and voca- 
tional qualifications - are 
emerging from the training 
industry. The Internet and 
multimedia CD-Rom. for 
example, provide new ways 
for individuals to develop 
their skills and increase 
their value to .their employ- 
ers. 

Ms Walsh of Microsoft sug- 


gests that this will help busi- 
nesses keep up their staff 
training obligations without 
incurring extra costa: “ 0 ^ 
of the problems is that train- 
ing budgets are often the 

first to be cut. 

“Along with many IT com- 
panies. we are experiment- 
ing with outsourcing train- 
ing and staff development 
functions to keep costs down 
and you can see evidence 
that this is working. But you 
need the right support struc- 
tures and technologies to 
make this work." 

One thing is clear, even 
with the emergence of prod- 
uct-based qualifications such 
as those promoted by Micro- 
soft. IT skills are always 
going to be difficult to 
develop - both within the 
formal education system and 
in the front line of commer- 
cial IT. Technology, develop, 
meats i n . co mputer-based 
training (CBT) will help, but 
they can never provide a 
complete solution. . 

The NOP/Mlcrosoft survey 
suggests that the real key 
lies in providing a good 
grounding in IT at secondary 
school or high school level 
This demands a significant 
investment that seems 
unlikely against a back- 
ground of tightening educa- 
tion budgets. 
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EMPLOYEE EMPOWERMENT • By Philip Manchester 


Advent of ‘the learning company’ 

With the help of technology, the development of skills in the business world is increasingly tied to commercial goals 


T oday’s successful com- 
pauy is a ‘learning 
company’. Increas- 
ingly. this means that com- 
panies are handing responsi- 
bility for career and skills 
development to individual 
employees. New learning 
technologies - computer- 
based tr ainin g (CBT). the 
Internet and CD-Rom - are 
central to this change and IT 
companies are, unsurpris- 
ingly. in the forefront of 
what amounts to a revolu- 
tion in learning. 

"Technology is undoubt- 
edly a key factor - but then, 
so is the cultural environ- 
ment which gives employees 
the encouragement and 
opportunity to improve their 


skills,” says Richard Straub. 
IBM Europe's newly- 
appointed director of learn- 
ing. 

"We know we have to take 
a more integrated approach 
to training, skills develop- 
ment and professional devel- 
opment It is a challenge to 
everyone in IT because of 
the huge demands of the 
market.” he adds. 

Along with many IT com- 
panies, IBM has recognised 
that its future depends upon 
a continuously evolving 
workforce that can cope 
with the increasing demand 
for s kills at all levels. 

The company has intro- 
duced training programmes 
that use technologies such 
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as the World wide Web both 
to provide access to tra ining 
material and monitor the 
progress of employees. 

“We had training pro- 
grammes before, of course. 
But the Internet has made it 
much easier to adminis- 
trate,” says Mr Straub. “Our 
‘Compass for Learning’ pro- 
gramme, for example, gives 
employees access to informa- 
tion that relates directly to 
the job they are doing. They 
can look at industry-specific 
education programmes and 
link through to other train- 
ing materials." 

Database software giant 
Oracle is taking a similar 
approach: “We are in the 
process of building what we 
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rail a ‘virtual campus'. Staff 
can go in and asspss their 
current capabilities and see 
where they need to develop 
their skills," says Vance 
Kearney, human resources 
director at Oracle UK. 

Further options 
for employees 

Staff at the software com- 
pany can then go for one or 
more options - such as 
ordering a training video or 
CD-Rom. booking into an on- 
line course or even sessions 
of instructor-led training, 
according to their needs,” he 
adds. Oracle operates a 
scheme where employees 


can book their own training 
on the network. Requests 
are channelled to senior 
managers for ‘passive’ 
approval. The manager only 
need act if the course is not 
approved. 

Oracle sees the online 
approach as particularly 
suited to the way the market 
is developing - especially as 
the demand for skills moves 
closer to business know- 
ledge. rather than purely 
technical knowledge. 

“We see the action in 
future lying very much in 
the area of packaged soft- 
ware solutions. So we want 
people who are, for example, 
skilled in accountancy but 
need some technical train- 


ing. We want their under- 
standing of the business and 
the way financial systems 
work - then we can give the 
opportunity to get the tech- 
nical training they need," 
says Mr Kearney. 

The shift to online train- 
ing is, however, seen as an 
addition to traditional 
approaches. Oracle sea new 
methods such as Internet- 
based learning as working 
best when combined with 
traditional classroom learn- 
ing. “You have to combine 
the aew technology with 
existing training to get the 
best out of all of them. So we 
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Year 2000 compliance or 
IT skills shortage problems ? 
nS has the solutions. 


US is a UK registered company which has built an impressive client fist over the 
last 1 2 years. Through its four offshore development centres in India IIS provides 
very cost effective and comprehensive services. US works in partnership with x 
clients to meet their needs and is proud of the level of repeat business gained ^ 

as a result of joint success. 

Skills Delivery 

US provides clients with a wide range of IT skills across a comprehensive set of 
services and technical platforms. Resources can be deployed both on site and 
ofishore, by utilising high speed communication links, in the maimer which .i 
maximises client benefit , 3 

Software Development ‘ 

US provides for any or all stages of the project life cycle. This may cover ...... ^ . 

enhancements or migrations of existing systems or the development of new ' ' 
systems. Although all work can be performed on site the use of our ofishore 
development centres will provide significant savings. 

Applications Management 

The l argest part of any IT budget is most probably reserved for the maintenance ^ 
of existing and ageing systems. Using US’ Application Management service -will . * 

release valuable funds and resource for new business critical systems. 

Year 2000 Solutions and EMU Solutions 

US has very significant practical experience gamed over a large number ot major 
Year 2000 projects within the financial, insurance, utilities, travel, services, 
manufacturing and pharmaceutical sectors. HS2000 is our proven proprietary 
methodology and automated toolset EIS2000 and QS- MANTIS are exclusive to 
ns, support all stages of Year 2000 projects, and handle diverse languages 
across multiple platforms. IIS has a methodology for EMU and is already 
undertaking work in this area. 

Client Benefits 

A growing number ot leading UK. ana buropean companies are taking advantage ^ 

of the services provided by OS and are already reaping the benefits which include: 9 

Low cost - up to 50% savings can be realised 

Low nsk - mature, proven infrastructure and successful track record 

High quality - ISO900 1 AIcklT accredited 


For information on how we can help your organisation please 
contact Paul Gardner, General Manager Sales and Marketing. 
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Lar^Iey Business Park Td : 01753 735500 

L,“ ffja ^1753 735501 

SL3 6E2 E-mail : marketing@nsplc.ca 

International Informatics Solutions Ltd. 

Ah FAGROUP PLC Company 

- Mexico - Continental Europe - Singapore- South Africa - Middle East -India 


Tel: 01753 735500 
Fax: 01753 735501 
E-mail : markettng@iisplc.com 
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• By-dobn Kavanagh 


Early days yet 
online courses 


fSCRlfl I HENT • By John Kavmiagh 


D esperate times call ’ I ^ 

for . desperate mea- I gm 1 H 

sures, and worsening ■ ■ . 

FT skills shortages are lead- * 

ing the IT services giant . 

EDS, to recruit teenagers. 0 ~\ g\ gr% 
IBM to fly students from ■“ ® 

South Africa to Europe, and 
other companies to bring 

homeless people off the To helD retain ti 
streets. - . - -p—, 

The desperation is S6TV1C0S Ot XI 
reOect^ in new research by staff, companies 
IBM Global Services which J 

shows that the uk alone need to provide 

somehow has to find another tr ainin g and 
250,000 IT specialists in the . - _ 


Critics cl aim that 
suppliers have 
seized upon a 
new technology 
too quickly and 
enthusiastically 


W hen two leading 
companies revise 
their amb i tions for 
\ training over the Internet it 
is dear that thing * are not 
going as expected. 

Oracle launched its 
Internet service 18 wn^fl ic 
ago with 76 courses from 
four suppliers and 
predictions that the number 
would get into' four figures 
in 1997. The total actually , 
reached 490. 

Meanwhile, Microsoft ha* 
acted to put new life into its 
Microsoft Online institute 
with a scheme to encourage 
training centres and course 
developers to offer their 
services and products 
online. Oracle's experience 
suggests that user 
companies are not yet sure 
-■ about this new way of 
J delivering training, which is 
raising questions about the 
very purpose of traditional 
courses: Oracle says 
companies are stm tending 
to take small subscriptions 
to try it out 

Training via the Internet 
ranges from accessing 
computer-based self-study 
courses at a supplier's Web 
site, to complete electronic 
classrooms: these are 
typically a mixture of self- 
study and live class 
discussion led by a teacher, 
either through Internet chat 
facilities or indirectly 
through electronic bulletin 
boards which participants 
can access at leisure and 
add their own comments. 

Some companies are 
developing these ideas 
further, bringing in voice 
• l communication to wiahp 
discussion simpler. These 
online classes t y pic a lly use 
the Web to present charts 
and other visual material, 
plus telephone conference 
calls. 

The immediate benefit 
outlined far such courses is 
that people do not have to 
disrupt their work to go 
away on a coarse, paying 
three-figure sums per day, 
plus accommodation and 
travel: online courses are ■ 
far cheaper. As with any 
courses including a large 
self-study element, people 
can study when it suits 
them, and wherever they are 
in the world, fitting training 
around their work 
commitments. 

In addition, the versatility 
of computers arguably 
makes online training mere 
, i attractive than traditional 
' self-study materials. 


MlkeHarbon, training 

and development maw^g pr . 
at the telecoms group 
AT&T, endorses this last 
point: when the eftmpq py 
went live with a service 
from training supplier NETg 
last autumn. 5,000 staff 
looked at what was-, 
available in their own time 
over the first weekend. 

“If you give people the 
opportunity to learn - the 
right environment, the ri g ht 
programmes, tlw right thmn 
— they will gladly undertake 
training,*' he says. 

He cites theTecent case of 
an AT&T engineer wa ni ng 
for a flight who retrieved a 
course module via the 
Intel net and did an hour’s 
training in an airport 
departure lounge. 

This example highlights 
another benefit claim ed for 
courses provided through 
the Internet, an advantage 
which starts to challenge 
traditional thinking about 
training. 

Users and suppliers are 
looking at this new method 
as a way of getting 
“Just-in- time” training, 
learning the features of a 
software product 
individually just before they 
are used, rather than all at 
once in a classroom and 
then forgotten. 

‘Bite-sized chunk s 
of learning' 

This point is underused by 
Paul Pestell, a northern 
Europe training manager at 
Ford Motor Company, the 
first user of an o nline 
service developed by BT and 
F u tn r e m edia. 

He refers to the benefit of 
“bite-sized chunks of 
manageable l earning ", and 
tiie fact that staff can “dip 
in and out of different 
course sections, from advice 
to reference material and 
hack to training". 

With a system like this, 
"yon can do only the parts 
you need, and whenever yon 
want." he says. 

But despite the recent ' 

introduction of training 
over the Internet by the 
such co m panies as AT&T 
mid Ford, overall acceptance 
has been patchy so far. 

Some companies believe this 
could be because suppliers , 
have grabbed a new " 
technology too qnickly and 
too enthusiastically. 

“At present, few of those • 
offering training <m the Net 
are getting it right," says 
GBBan Brand, a manager at 
Learning free International, 
which provides both 
classroom and 
computerbased coarses. 

“But as soon as the 
tedmclogies mature and 
more people come up with 


exciting ways to deliver 
training over the Net it will 
certainly take off.” 

Phil Lawman, UK general 
manager of Hewlett-Packard 
Education Services, agrees. 
This month, the company's 
training business is making 
a late entry into the 
Internet, and says that by 
delaying its launch it has 
put together the best 
combination of classroom, 
Internet and self-study 
training. 

“Many suppliers have 
jumped into new technology 
and are forcing clients Into 
It too, for example by 
promoting the cost savings," 
Mr Lawman says. “We 
mainly run technical 
courses, and for this yon 
need hands-on training, 
which demands classroom 
sessions. 

“We’re proposing that 
people do some self-study, 
typically through the Web 
or computer-based training, 
before a classroom course. 
They thus do part of the 
course at their convenience 
and we can reduce a five-day 
coarse, say, to three days, 
while still providing the 
hands-on element” 

The company will also 
encourage follow-up 
learning through the 
Internet combining slides 
on the Web and telephone 
conference calls, to enable 
people to raise questions 
based on their experience 
back at the office. 

While suppliers review 
their offerings and consider 
the best ways of osing the 
Internet a technical issue 
still has to be resolved 
which could increase 
acceptance, according to 
Oracle Education's global 
media products manager, 
Andy Ellwood. 

Oracle is leading a push 
for worldwide technical 
standards to enable users 
and online services to mbr 

and imrtrh courses from 
different suppliers. 

Its cam panning 
earnestness is reflected in 
the fact that when it 
launched its 1 online service 
its aim was to establish its 
own Oracle Learning . 
Architecture as the 
standard. But it is now 
teaming up with 
Macromedia, supplier of 
software products for 
designing multimedia 
courses and other systems, 
to adopt and promote a 
standard developed by the 
OS Aviation Industry 
Computer-Based Training 
Committee. Other suppliers 
are also looking at this 

standard. 

“We' simply want a 
standard to get established, 
and we don’t care whose it 
Is,” Mr Ellwood says. “Then 
the industry can grow.” 


1 raining initiatives to 
ease the IT skills' crisis 


To help retain the 
services of IT 
staff, companies 


next five years - increasing 
the current number by a 
third. Meanwhile, the US 
Bureau of Labour Statistics 
has forecast a need for 
750,000 more systems ana- 
lysts and programmers, 
within 10 years. 

In the UK, EDS is looking 
at almost 30 per cent expan- 
sion of 14,000 staff this year 
by looking beyond its nor- 
mal graduate recruitment, 
which alone will account for 
700 trainees this year. 

In particular, it ha* intro- 
duced an apprenticeship for 
school leavers. The first 65 
people, aged 16 to 20, have 
joined the company and it 
expects to take on another 
200-250 in the autumn if the 
scheme is successful 

The teenagers are joining 
under the UK government’s 
Modem Apprentice scheme, 
which pays towards the 
costs. Individuals and 
employers co mmi t to each 
other for three years, during 
which the young people are 
full-time staff who are 
helped to work towards a 
level three National Voca- 
tional Qualification, based 
on training and experience, 
(there are five qualification 
levels in ah). 

“We have an enormous 


EMPOWERMENT 


re- training 
facilities 

spectrum of work and we’ve 
decided we don’t need gradu- 
ates for aD of It,” says EDS 
chief executive Alan Ste- 
vens. “We’ve never had such 
young recruits before but 
they are onrtrhing the mix 
of skfli* and personalities In 
the company.” 

The apprentice s are train- 
ing for network and systems 
support and for program- 
ming. Mr Stevens sayB they 
will be earning their keep 
within two months. Each 
apprentice has a relatively 
young mentor to he lp infor- 
mally, and a more senior 
assessor. 

In addition, EDS is taking 
on what Mr Stevens calls 
“retreads”: typically, gradu- 
ates in their 20 b who believe 
they are in the wrong jobs 
and want to try information 
technology. 

' Also for the first time, the 
company is looking at stu- 
dents from courses which 
demand a year in industry, 
and at offering them extra 
work during holidays. 

IBM, too, works closely 
with some universities on 
similar initiatives. In addi- 
tion, the company is joining 
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are using CD-Rom, self-paced 
learning courses and the 
Web alongside the classroom 
approach." says Mr Kearney. 

Software consultant Log- 
ica also sees a combination 
of training methods as the 
best way to empower _ 
employees. “We want to 
make sure our people get the 
most appropriate training 
because the better our skills 
base, the more value we can 
deliver to crar customers,” 
says Jim McKenna, human 
resources director at Logica. 

“At tiie same time., there is 
a personal drive from indi- 
viduals to gain the new 
skills and work on the best 
projects," he adds. “We 
organise our- training- pro- - - 
gra mm es so that we have 
classic training alongside 
CBT to give us the greatest 
^lex5bility.’ , 

Advances in CBT and 

— other technologies are mak- 
ing it ea si er to give power to 
employees for their own 
skills development- “Most of 
all, it gives them the ability 
to monitor their own devel- 
opment and see how they 
are progressing," he adds. 

However, this employee 
empowerment goes beyond 
in dividual development - it 
also involves co-operation 
between individuals. “We 
encourage our staff to set up 
ad hoc briefings on subjects 
of interest. These focus 
groups bring people together 
and allow ttwn to discuss 
new technology and busi- 
ness developments for the 
benefit of everyone in the 
company.” he says. 

Mr Straub of IBM also 
acknowledges the power of 
co-operation between 
employees and sees this as 
one of the keys to maintain- 
ing the development of ‘cor- 
porate learning’. 

“I see my role very much 
as crea t i ng a framework for 
continuous learning within 
the company. We are, for 
e x ample, encouraging pro- 
grammes which come out of 
a culture of sharing and 
openness: more experienced 
employees can act- as ’men- 
tors* for the lass-experienced 
- felly supported by Web- 
based tods. 

“In addition, we have tools 
such as Lotus Learning 
Space, based on Lotus Nets. 
This creates the equivalent 
of a vir tual classroom with a 
tutor and combines the 
advantages of distant leam- 

. ing with traditional instruc- 
tor-led teaching. More impor- 
tantly, it allows us to point 
‘learners’ at other training 
materials that might be rele- 
vant to their skills develop- 
ment" says Mr Straub. 

All businesses, be says, 
will need to look at how IT 
can help in training - both 
to mainta in the evolution of 
the Teaming company* and 
to surv i ve in an increasingly 
competitive environment 
The days of ad hoc train- 
ing and education are gone, 

I he adds. > 


“Increasingly, skills devel- 
opment must be tied to busi- 
ness goals for companies to 
keep their competitive edge. 
We have to make best use of 
the technology because you 
cannot afford to have people 
away on a three-week class- 
room course.” 


a scheme devised by South 
Africa's biggest IT services 
company, Q Data, under 
which graduate trainees 
from that country, already 
experienced in business 
weak, swap jobs for up to 
two years with their counter- 
parts in Europe. 

Q Data Consulting says its 
proposal not only trains a 
European company's own 
graduate intake and gives 
them experience with clients 
in South Africa but also fills 
its skill* gaps by providing 
cheaper skilled contract staff 
in the infm-im 

Another graduate tr aining 
scheme has been set up in 
the UK by loom Solutions, 
which takes on graduates 
and puts them to work for 
two years on client projects, 
again at rates which reflect 
their experience, and then 
offers them to the client as 
trained and experienced 
employees, as long as the 
individuals are willing. loom 
points out that by that time 
they know the client com- 
pany. its systems and its 
staff. 

The growing trend 
towards IT staff leaving per- 
manent jobs to go freelance 
- some predictions see the 
number of contractors In the 
UK doubling to 100,000 in the 
next five years - is also 


bringing out new initiatives. 
Contract staffing agencies 
are trying to encourage user 
companies to sign up to 
schemes under which an 
agency trains contractors 
and offers them at cut rates 
to an employer willing to 
give them experience in 
their new skill. 

Such schemes have been 
boosted recently by support 
from Microsoft, which has 
put its name to an initiative 
that links contract agencies 
with t raining firms and pro- 
vides subsidised training 
materials. The partners nan 
then arrange to offer cut- 
price or even free training to 
contractors. 

Elsewhere, homeless 
people in London are being 
trained in IT through a char- 
ity and are starting to find 
jobs - they are typically for- 
mer professional or self-em- 
ployed people in any case. 

A UK IT consultancy, 
training and recruitment 
group. CRT, has been over- 
whelmed with applicants 
after announcing that it was 
ready to spend up to £7Gm 
over the next five years in 
training and employing 2,000 
people to fill skills shortages; 
it, too, especially wanted 
people “historically excluded 
from IT”, aiming at filling 
half the jobs with women 


and a fifth with people over 
40 years of age. 

A common thread in all 
thi s is something that many 
employers still seem to 
regard as the unspeakable 
T-wonL training. 

“There is increased Invest- 
ment in training, but it still 
averages at only around 
£1,000 a head.” says Tony 
Reeves, chairman of the IT 
services group, Delphi, 
which found In its recent 
survey that rr skills short- 
ages in the UK were costing 
companies £260,000 a year on 
average. “It’s surprising that 
although people recognise 
the costs of the skills short- 
age. they are only spending 
a small percentage of these 
costs on training." 

Mr Reeves says the extra 
costs arise from employers 
hugely concentrating on try- 
ing to recruit or buy in expe- 
rience from a jobs market 
already short of specialists, 
rather than framing people. 

Yet IBM Global Services 
says such approaches are a 
false economy. It says train- 
ing and retraining of both 
permanent and contract staff 
is the secret to reta ining 
their services. Its proof is the 
fact that its overall staff 
turnover has been no more 
than two per cent a year dur- 
ing five years of 20 per cent 
annual business growth. 

“The industry is moving 
so quickly that we are 
always retraining our staff,” 
says northern Europe direc- 
tor Brian Sell wood. 

“We also have more than 
2,000 contract staff, and 
training and retraining these 
people, too, is unavoidable. 
There's little evidence that 
they leave us once they've 
had the t raining - They stay 
to get experience. There’s a 
fair amount of loyalty 
among people who see this 
as added value to their own 
growth.” 

He adds: “We want to 
avoid the periodic recruit- 
ment blitz. It’s much better 
to focus on career develop- 
ment. retraining and rede- 
ployment than on firing and 
rehiring." 
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Key weapon in the battle 
to beat traffic congestion 

Europe has taken an early lead in transport telematics to help improve 
transport by road, air, rail and water, reports Geoffrey Naim 


T ransport is an emotive 
subject and policies 
vary widely around 
the world, but there is gen- 
eral agreement that informa- 
tion technology can help 
solve many of today's traffic 
problems. Transport telema- 
tics has thus become one of 
the fastest growing applica- 
tions of IT. 

The multi-lane freeways of 
California may seem to have 
little In common with the 
streets of central Paris but 
there is of course a common 
denominator, traffic conges- 
tion. According to the US 
research company. Frost & 
Sullivan, congestion in the 
US has readied an all-time 
high. 

Nine out of every ten 
Americans travel to work by 
car contributing to the 
morning nightmare known 
as gridlock. As 76 per cent of 
the US driving public sits 
alone in their cars, only 12 
per cent of the working pop- 
ulation Is using the carpool 
lane and just 5 per cent is 
taking public transport. 

In Europe, the growth In 
demand for transport has 
been met largely by 
increased use of private cars 
which now account for 75 
per cent of kilometres trav- 
elled. Ownership of cars in 
the GU almost doubled 
between 1975 and 1996 from 
232 to 435 cars per 1,000 
people. 

The economic cost of traf- 
fic delays and accidents is 


put at Ecul50bn ($163.5bn or 
£98.1bn) annually - five 

times what is spent on pub- 
lic transport. Estimates indi- 
cate that in some European 
cities average traffic speeds 
at peak times are lower than 
in the days of the horse 
drawn carriage. 

New solutions are desper- 
ately needed to reduce the 
High levels of accidents, con- 
gestion and pollution caused 
by today's ever-increastng 
traffic volumes. 

Once, the answer was to 
build more roads but this is 
no longer an option in many 



Martin Bangemann, the 
European Commissioner 
responsSrie for IT; transport 
t e l emati c s has a crucial role 


areas simply because there 
is no space for additional 
construction. 

“The mobility problem 
cannot be solve simply by 
building more roads. We in 
the Netherlands do not have 
any room,” says Annemarie 
Jorritsma, the country's 
transport minister. 

Even if space is available. 
new roads are increasingly 
opposed because of their 
heavy flnannial and environ- 
mental costs and the 
short-term fix they provide. 
Studies indicate that improv- 
ing infrastructure results in 
more journeys overall as 
road users make use of the 
better facilities. 

Transport telematics Is the 
application of computers and 
telecommunications to solve 
transport problems. The 
solutions range from futuris- 
tic in-vehicle guidance 
systems that aim to reduce 
accidents and improve traf- 
fic flows, to novel applica- 
tions of more established 
technologies. 

An example of the latter is 
integrated smartcard ticket- 
ing that permits passengers 
to change between different 
types of public transport and 
allows the various operators 
to collect their share of the 
ticket revalue. 

Inevitably, road transport 
attracts the lion's share of 
research funding under the 
transport telematics 
umbrella, but policy-makers 
are keen to apply IT to other 


farms of transport that lack 
the voice of the powerful car 
lobby. 

So. telematics applications 
are being developed for all 
transport modes - road, air, 
rail and water - and their 
interconnections. This multi- 
modal approach is seen as 
vital to the development of 
integrated transport services 
and it promotes public-pri- 
vate partnerships. 

Europe took an early lead 
in transport telematics, and 
after a decade or more of 
research, the technology is 
maturing to the point where 
the GU considers full-scale 
deployment of telematics is 
no longer a dream. 

Transport accounts for the 
largest share of the Ecu922m 
(Si bn) that the EU is spend- 
ing on telematics within its 
Fourth Framework Pro- 
gramme of research and 
development 

The Ecu222m transport 
telematics budget is divided 
into 70 projects, covering 
applications as diverse as 
integrated vessel traffic ser- 
vices to improve maritime 
safety, interoperable mobile 
radio systems for Europe's 
railways and anti-collision 
systems for cars. 

A focus for much of the 
research is finding ways to 
improve the chronic traffic 
problems on Europe's roads. 
“How do you better organise 
the traffic in European 
towns and cities? The 
answer has to be transport 



Transport 

telematics 


Here and cm the foBowng 
pages, FT writers look at _ 
transport telematics - new 
ways of solving transport 
problems, using computers 
and telecommunications 


telematics,” says Martin 
Bangemann, the European 
Commissioner responsible 
for IT. 

One simple, although 
highly unpopular solution to 
traffic jams is to restrict 
entry to congested cities at 
busy times. The Netherlands 
hopes to introduce a road 
pricing system cm its busiest 
roads in 2001 to cut traffic by 
11 to 15 per cent at peak 
time. 

But trials have shown that 
far from encouraging car 
drivers to switch to public 
transport, they simply reor- 
ganise their day so as to 
drive in and out of titles at 
off-peak times. “It's difficult 
to get them out of their 
cars,” admits Ms Jorritsma. 

She says telematics is 
essential to implement road- 
pricing and, in particular, 
there must be an extensive 
data network based on the 



standard known as Traffic 
Message Channel ova- Radio 
Data System (RDS/TMC). 
"Road-pricing cannot be 
done without RDS/TMC and 
we can only employ telema- 
tics effectively if snch 
systems are adopted on a 
large scale.”. 

Data in various 
languages 

The Netherlands will start 
rolling out its RDS/TMC net- 
work this year. RDS/TMC is 
now seen as an Important 
traffic management tool in 
many European countries. 
The technology allows users 
to receive traffic information 
in language they choose 
wherever they drive in 
Europe and gives them more 
immediate access to traffic 
information 

One trial of RDS/TMC 


showed 34 per cent of drivers 
changed their route follow- 
ing messages about conges- 
tion, and 33 per cent reduced 
speed when approaching an 
announced Incident area. 

RDS/TMC is just one of the 
tools employed to achieve 
the ultimate goal for traffic 
planners: an Integrated 
transport management Vari- 
ous European cities have 
been working towards a 
more integrated approach to 
transport telematics, so as to 
better support a range of 
city-wide polities for conges- 
tion management traffic and 
parking' control, and reduce 

over-reliance an private cars. 

Integrated transport man- 
agement can dtifrer -signifi- 
cant benefits, according to 
Vito Mauro, who leads a 
European research project. 
Quartet Plus, that has dem- 
onstrated this approach in 
six European .titles. 


_In the project, reductions 
in average travel tlm*? as 
high as 20 per cent have 
taen achieved, and the sim-. 
pie act of prioritising public 
transport led to improve- « 
merits, in public transport 
Journey times of 15 per cent 
with no dJsadvantage-to pri- 
vate transport. 

“Transport telematics can 
be used as a substitute for 
Investment in new infra- 
structure, ” he says. 

Quartet Plus is just one of . 
a growing number of pro- If 
jects that demonstrate the 
wide-ranging benefits in 
transport and traffic that 
can be achieved by telema- 
tics. But their widespread 
application ultimately 
depends on achieving the 
political consensus needed to 
reform transport policy. 


Telematics ’ in shipping 
applications: see page 15 


EUROPE’S ‘PROMISE 1 PROJECT . By Geoffrey Naim 


I he inexorable rise of 
car ownership, once a 
measure of healthy 
economic development, has 
in many cities become a 
curse. Authorities hope to 
stem the tide and encourage 
more people to leave then- 
cars at home using telema- 
tics to improve public trans- 
port 

The European Union 
believes a significant shift 
from private cars to public 
transport can help achieve 
its transport policy objec- 
tives of reducing urban con- 
gestion and pollution. 

Telematics applications 
can help In various ways. 
They can provide better ser- 
vices for public transport 
users, such as electronic fare 
collection, services that 
more closely match chang- 
ing demand, interactive trip- 
planning kiosks and real- 
time information about 
when the next bus will 
arrive. 

For the operators, technol- 
ogy can help them improve 
service quality through bus 
priority systems, advanced 
vehicle scheduling and con- 
trol systems. Telematics - 
using a combination or com- 
puter-based and telecommu- 
nications technologies - can 
also be applied at a higher 
level to coordinate and inte- 


How IT helps plan better transport services 


New information systems will enable the public to make 
easier connections and alternative transport choices - 
and, hopefully, leave the car at home 


grate transport using stan- 
dardised system architec- 
tures, data models and inter- 
feces. 

Promise is the acronym of 
one transport telematics 
project funded by the EU 
that aims to provide travel- 
lers with easy access to real- 
time information throughout 
their day and so allow them 
to make better transport 
choices and, hopefully, leave 
their car at home. 

The project depends on the 
GSM cellular network, 
which is widespread 
throughout Europe. 

"The modem GSM phone 
Is not only far voice commu- 
nication, hut it is also a data 
terminal providing access to 
a vast source of useful infor- 
mation," says Tommi Ojala, 
Promise project co-ordinator 
at Nokia, the Finnish tele- 
coms supplier Nokia. 

Nokia Is one of the part- 
ners in the project which 
also includes IBM and Phil- 
ips, car manufacturers 
Volvo. Renault and BMW. 


and telecoms operators BT, 
Telecom Fin land , France 
Telecom and PTT Telecom 
Netherlands. 

Promise will be demon- 
strated at six trial sites in 
Finland, Sweden, UK, the 
Netherlands, France, and 
Germany during 1998 and 
over 500 people will test the 


Early feedback 
on the 
‘Promise* 
project at test 
sites in six 
countries is 
promising 


system. Travellers can 
access the service using vari- 
ous terminals. 

They can use their own 
personal computers for pre- 
trip p lanning at home, or an 
in-car terminal while an the 


road and a portable terminal 
- such as the Nokia Commu- 
nicator or Philips Velo han- 
dheld PC - when waiting for 
the train or standing at the 
bus stop. 

According to Peter Geen, 
the Promise project manager 
at Volvo, research shows 
that much congestion results 
from people not choosing the 
best m eans , time or route to 
make their journeys. The 
Promise project thus aims to 
Increase travel efficiency by 
giving the people the chance 
to make better decisions 
before and while travelling; 
based on information that is 
updated in real time. 

The project also seeks to 
provide help when unex- 
pected travel problems 
emerge, such as when an 
accident blocks a road and 
without warning creates a 
serious traffic jam. 

In such a case, a driver 
will be alerted to congestion 
ahead , allowing hhn or her 
to decide to leave the car at 
the nearest station and con- 


tinue the journey by train. 
Timetables can be consulted 
online from the car and 
while the user is in the train, 
he or she can plan the next 
stage of the journey using a 
handheld PC with GSM wire- 
less link. 

An overriding concern in 
developing Promise was to 
design a service that can be 
accessed from a remote 
server using affordable stan- 
dard GSM terminals without 
requiring large local mem- 
ory. 

This server-based 
approach contrasts sharply 
with in-car guidance 
systems, for example, that 
require expensive dedicated 
terminals and CD-Rom 
drives to store the digital 
maps. The service uses cur- 
rently available GSM data 
services, such as GSM data 
and fex. Short Message Ser- 
vice and Cell Broadcast 

SMS allows the transmis- 
sion of short enquiry and 
information messages with a 
length of a 160 characters. 
The GSM Cell Broadcast 
function enables short mes- 
sages to be broadcast to an 
area of one or more GSM 
cells, and this is used for 


CASE STUDY: Enhanced bus services • By Joia Shillingford 


Get there quick on route 66 


A global * 
positioning 
systems pinpoints 
bus arrival 
times 

People working on the edge 
of Ipswich, Suffolk, on 
Britain's east coast, no lon- 
ger have to spend time hang- 
ing around at bus stops. If 
they work at British Tele- 
com's Martlesham Laborato- 
ries they can dial a phone 
number to obtain the latest 
bus-arrival Information. All 
they have to do is select the 
bus stop - for example, the 
local Tesco supermarket or 
BTs complex - from a list of 
interactive voice prompts. 

The information is gath- 
ered from tracking devices 
on each bus that interact 
with the global positioning 
system navigational satel- 
lites that orbit the earth. 
People living or working in 
the area can also find out 
when the next bus is going 
to arrive by looking on the 
internet. 

Information on when 
buses are due to arrive is 
available at many Superoute 
66 bus stops, too. The idea 
behind the system was to 
make travelling by bus as 
attractive as possible - to 
tempt drivers off the con- 
gested Woodbridge Rood cor- 
ridor. 

This seems to be succeed- 
ing. Within this corridor, the 
number of passengers has 
increased by 8.000 since Jan- 
uary 1995 - an estimated 
reduction of between 3.300 


and 5,000 car-movements a 
week. 

The real-time information 
system has been in place 
since January 1995. deliver- 
ing information to bus stops. 
But it has only been avail- 
able on the Internet since 
January this year, with the 
phone-based system being 
added for BT users and their 
visitors a few months ago. 

How the system 
works 

Tracking devices on each 
bus work out its position to 
within 100 metres. This data 
is transmitted by mobile 
radio to computers at 
Advanced Communications 
and Information Systems 
(ACTS) which produces the 
35 bus-stop and two super- 
market displays. Information 
from ACTS is then sent to a 
server computer at BT Labs 
for the internet triaL 

Prediction software on the 
server combines the data 
with a route description and 
timetable to produce the cur- 
rent position of the buses on 
the route. After this it esti- 
mates their arrival time at 
all the other stops along the 
way. This information is pro- 
vided on the Internet and 
updated every 30 seconds. 

The predicted arrival 
times are delivered to the 
Internet through the use of 
Microsoft Active Server 
pages. These pull the latest 
information off a database, 
so the Internet surfer always 
receives current informa- 
tion. Java applets (small 


applications) are used to 
make the website more 
interesting - for example, 
they are used to move the 
‘bus icon' along the route 
map. 

Internet users can read the 
route information in two 


ways - either as a graphical 
map or as a text file with the 
estimated arrival times for 
each stop. The web pages 
can also be personalised so 
that the user only sees 
arrival times for the bus. 
stops they use. 


Increasing use of satellite 
navigation systems 


SateKtei navigation systems are being used, more 
widely, partly because of the fading cost of the 
technology for receiving a pcwH&anlng latitude and 
kmgftiide) signal. Global postering systems forteHng 
boat-users their location, for example, can now be - -- 
bought for as flttfa as £8435, write s Joia ShdSngford. 

GPS systems are also betogused as part of In-car 
navigation systems, such as those provided by the 
Automobfe Association. The AA*a telematics 
technology combines GSM mobie com mroications, - . 
sateffite positioning systems and digital mapping. 

SateOte navigation systems can ateo be used to 
Improve safety^ BTT labo r atorie s in. Marfla s ha m has . 
produced a mobile social alarm (codenamed ‘Mosa’) 
that takes advantage of GPS. - . 

The ataim is a mobOo phone, designp d for people 
such as social workers going Into high-risk situations. 

It has a GPS receiver attached, whi ch constantly 

monitorettwpboiie’spositionarKlkorosthekKratiou- 
data. Then, if the user pushes theponfic button, the 
location kt l br maB on Is automatically sent to a cafl 
centre, which can send help; 

. BT also makes use of In ma r sat satellites to track 
large vassals or trucks around the -world. Sateffite 
navigation systems are often used En conjunction with 
' mobile racBo for fleet management A <3*3 receiver 
attached to a truck can be very useful if- the vehicle is 
stolen with expensive cargo -suchas cigarettes or 
alcohol - on board. 

The SupemutB 66 Uvs wab srteisat http: It 

' travdJabsJbtcom 


BT developed the trial sys- 
tem in collaboration with 
Suffolk County CoundL Den- 
nis Sheat, BT manager at 
the Labs heading the project, 
says: “The website trial runs 
to the end of the year. Bat 
early feedback shows that 
usage peaks between 4pm 
and 6pm when people are 
thinking about travelling 
home. This suggests that 
people are finding it useful. 
About 25,000 people have 
accessed the site since Janu- 
ary 22." 

As well as other passen- 
gers, staff at Martlesham 
benefit from it because the 
Eastern Counties Buses' 

route connects BT Laborato- 
ries at Martlesham Heath 
(and Kesgrave) with Ipswich 
town centre and the railway 
station. In fact, many of 
Superoute GS's regular pas- 
sengers are visitors to the 
BT complex. 

Tony Lewis, chairman of 
Suffolk County Council’s 
Transport Committee, 
believes that ''one of the big- 
gest issues facing us today is 
how we are going to. per* 
suade people to cut down oh 
their use of private cars and 
the associated problems of 
pollution and congestion. We 
see this development as a 
significant step forward in 
making public transport 
more appealing to a wider 
number of people." 

Mr Sheat says that the 
next step for routes such as 
66 is to provide arrival times 
- not just to the Internet 
but also to portable devices 
snch as mobile phones and 
pagers. 


efficient transmission of 
tnwtRggwg to a selected group 
of mobile stations in a cell - 
to distribute traffic-related 
data for example. 

Using the GSM network 
has the obvious advantage 
that it is an established and 
easy-to-use technology but it 
has Its disadvantages, such 
as relatively low data trans- 
fer rate of 9600 bits a second. 

“GSM is not really capable 
of providing information as 
quickly as we would like,” 
says Mr Geen. “However, 
there are developments on 
the horizon to improve the 
speed.” 

As well as using GSM. 
Promise also employs 
another highly successful 
network - the Internet The 


service supports standard 
Internet protocols and the 
user interface in the hand 
held terminal is based on a 
standard web browser. 

Nokia Communicators are 
being used as the portable 
terminal during the Promise 
trials while Nokia has devel- 
oped a prototype in-vehicle 
terminal with a positioning 
device. 

Contrary to existing in-car 
systems, the in-vehicle ter- 
minals are not based on 
onboard navigation or real- 
time traffic information. 

' According to Mr Geen, the 
in-car terminals have been 
the most problematic. "They 
will need a lot of further 
work, particularly on the 
user interface. You cannot 


compare standing at a bus 
stop with a Communicator 
to using one in a cor.” 

He believes the ideal solu- a 
tton to prevent drivers tak- - 
lng their eyes off the road 
would be to incorporate 
some form of voice recogni- 
tion, but such technology is 
today immature. 

The Promise project 
started at the beginning of 
1996 and will last until the 
end of this year. Although it 
is too early to draw conclu- 
sions, Mr Geen believes that 
early feedback is promising 

"We have noted a change 
in people's behaviour." he 
says. “They will use more 
public transport because 
they have more informa- 
tion." 


EUROPEAMRAIL • By Geoffrey Naim 

Radical approach to 
network operations 

The Netherlands aims for a total reconstruction of its 
train planning system from timetable publishing to 
rolling stock movements 

D 


ecades of 
underinvestment 
and declining 
Interest from the travelling 
public have left much of 
Europe’s rail network, once 
the pride of the world, in a 
poor state. 

_ The political climat e ha^ 
also turned against farther 
extensive public investment 
In the railways and so rail 
operators are using IT to 
improve services and better 
exploit their existing 
infrastructure. 

The Netherlands has a 
particularly dense rail 
network with an intensity 
of rail use that is three 
timtxi higher than in the 
rest of Europe - about lSbn 
‘passenger kilometres' were 
travelled in 1997. Rotterdam 
is also Europe's busiest port 
and 80 peer cent of freight is 
through traffic on its way to 
Germany and oth ra- 
coon tries. 

All this traffic places 
heavy demands placed on 
the rail network erf operator 
Nederiandse Spoorwegen 
(NS). New investment 
projects have been planned 
to improve critical parts of 
the network - such as an 
Amsterdam-to-Bnissds 
extension for France's TGV 
hig h -speed network. 

But apart from these 
showcase projects, the 
infrastructure as a whole 
leaves a lot to be desired 
with signalling systems 
that are decades old and the 
quest for greater 
efficiencies is hindered by 
antiquated labour-intensive 
processes and piecemeal 
investment in technology. 

Because of these 
problems, in 1994. NS 
decided to look for a private 
company to buy and run its 


FT subsidiary leaving the 
public operator free to 
concentrate on r unning 
trains. In June 1995, the • 
contract was awarded to tH*> 
Dutch subsidiary of EDS, 
which claims NS was the 
first European railway to 
outsource its IT 
department. “The idea is to 
bring in IT to better 
manage the rail operations 
and so run more trains on 
the network," says Henk 
Tljssen, manager for rail 
operations with EDS in 
Utrecht. 

Railways have a highly 

IT systems are 
now being 
developed by 
EDS in a 
contract worth 
$lbn over 10 
years 

regulated traffic process in 
which every movement is 
carefully planned and 
published. Traditio nall y 
this time-consuming 
process would take six 
months to accomplish with 
nothing to help the 

planners but an old 

mainframe 

NS has started a 
Programme to modernise 
the planning and 
management systems with 
the aim of reducing the 
planning cycle by 50 per 
cent in Ja»i. 

“NS wanted a total 
reconstruction of its train 
planning system from 
timetable publishing to 
rolling stock movements “ 


says Mr Tljssen. 

A key to achieving 
greater efficiencies is to 
integrate traffic control 
systems so that a train 
controller can see the whole 
of the Netherlands on his or 
her computer screen. 

Before, controllers sat in 
local control centres and 
had just a localised view of 
the network. 

A new main centre has 
been built in Amsterdam 
and ulthnately, NS wants to 
reduce the number of 
control sites from the 
current 15 to 8 or less, 
according to Mr Tijssen. 

Another benefit of the 
new system is that changes 
to the published plan can be 
communicated to the 
controllers' screens - 
before, snch changes had to 
be distributed an paper or 
by phone - and routes can 
be automatically set to 
reflect the changes. 

The IT systems are being 
developed by EDS and 
because of the lengthy 
nature of the project - the 
first plans were drawn up 
ten years ago - it has had 
to adapt to different 
generations of computer 
technology. 

For example, the first 
developments in the fete 
1980s were designed around 
Digital Equipment's Vox 
computers running the 
VMS operating system. EDS 
has since started to move to 
Unix-based systems and, 
most recently, Windows NT. 

The changeover- cannot 
be completed overnight, 
however. “We have a lot of 
investment In VMS and do 
not think Windows NT is 
yet stable enough for a 
Project of this type." says 
Mr Tljssen. 
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transportation. 

Big savings 
for haulage 
companies 



ROiU> N^NQ • By Mark Vernon 


Toll concept is 
gaining ground 


‘GreenTrip’ post-Globe wanted the abfl- 

project optimises Ze1^SFi£^£ 

route planning den Changes to the custom- 

and also benefits ta ^ 

uie environment, GreenTrip initiative is fitted 

reports with ? small terminal for 

M;»knnl n receiving data on the move. Frosty landscape ki Norway: one of the Toflpost-Gtobe vehicles en route to Oslo. IT systems are 

iVllcnaei Dempsey Information Is delivered via saving time and money tor ttie (fistmution company by streaming route selection 

Mobetex, a radio-based 


T oll post-Globe, one of 
Norway's largest road 
transportation compa- 
nies, has recently- reduced 
the distance that many of its 
drivers cover in Oslo by 25 
per cent. The key to this 
development, with its dra- 
matic cost-savings, lies in 
computer software that 
optimises route planning. 

For Jom Kveseth, Toll- 
post -Globe manager for local 
pick-up and delivery, the 
technology itself is irrele- 
vant. “As an end-user, all I 
know is that it takes infor- 
mation from our administra- 
tion system, adds all the 
information about orders 
and says where and when a 
driver should pick up and 
drop off a delivery." 

ToHpost-Globe is one part- 
ner in a £3.3m European 
Union-backed programme 
named ‘GreenTrip*. As the 
name implies, the project's 


vehicle communication sys- 
tem. 

A program from the Nor- 
wegian Mapping Authority, 
known in IT circles as a Geo- 
graphical Information Sys- 
tem or GTS, contains every 
road and address in the 
country. Each driver might 
make 50 stops in a day. so 
the mapping information is 
vitaL 

The software intervenes at 
the very start of this process. 
The program, called Dis- 
patcher, from the French 
software house, Hog, takes 
the order data and arrives at 
a list of addresses containing 
the shortest possible route 
between stops. 

The process tbat Dis- 
patcher engages in is called 
Optimisation, pi cking infor- 
mation from the electronic 
list of roads and addresses 
contained in the GIS. The 
choice of the Dog software 


goal - which is reducing the. came via the involvement of 
distance covered by road Norwegian research founda- 


haulage companies in 
Europe - should benefit the 
environment. But for Toll- 
post-Globe. GreenTrip has 
opened up the prospect of 
significant cuts in its operat- 
ing costs- 

During a working day in 
Oslo, its drivers handle 3,000 
pick-ups and deliveries. As 
well as finding the fastest 
route between stops, Toll- 


tion Sintef. ing quieter periods In the 

Mr Kveseth says be had middle of the day. 

been looking without sue- 

cess for software that would r ■ l be company has also 
handle drivers' directions. I experimented with 
The search had been futile -A. Global Positioning 
because Tollpost-Globe System equipment in one 
lacked intimate industry vehicle, using satellite navi- 
knowledge. IT was not. of gation to pinpoint the exact 
course, the prime concern of location of the van. But the 


transportation company - 
we don't have the network 
to research these products," 
he says. 

Dispatcher works by a pro- 
cess Bog which catiH “Con- 
straint Programming”. Each 
address fed into the system 
is recognised as having a 
specific attribute. 11018, T6D- 
post-Globe only describes the 
address to Dispatcher once. 
The system builds up a 
library of material relying 
on algorithms developed by 
Bog to link the different 
attributes together. 

Clearly, a vehicle with a 
capacity of 1,000kg is in a 
very different category to a 
small van capable of holding 
100kg of goods. Hie larger 
transporter is automatically 
allocated to carry the heav- 
ier cargo. 

Mobile communications 
within the vehicle mean 
fresh orders can be swiftly 
programmed into it and com- 
municated to the driver dur- 
ing quieter periods In the 
middle of the day. 

T he company has also 
experimented with 
Global Positioning 
System equipment in one 
vehicle, using satellite navi- 
gation to pinpoint the exact 


patcher workstation at the 
home-base mean that this 
technology is redundant. 

“With 3,000 orders flowing 
through Oslo every day. we 
get a pretty good idea of 
where the vehicles are," says 
Mr Kveseth. 

Bruno De Backer. Dog's 
project manager for Dis- 
patcher, is also working with 
Pirelli Cable to optimise the 
resources of its European 
distribution network. This is 
driven “by very visible eco- 
nomics,” says De Backer. 
“Typically, 30 per emit of the 
price of a final product can 
go into transportation.” 

At Tollpost-Globe, Mr 
Kveseth says the Dispatcher- 
enabled drivers have 
reduced their daily trips by 
an average of 200 kilometres. 

Tollpost-Globe started 
using Dispatcher in January 
1996. The trial has been con- 
fined to 15 vehicles out of 
the lttkrtrong fleet in Oslo, 
but Mr Kveseth now plans to 
expand the GreenTrip princi- 
ple. 

“Savings of 25 per cent in 
the Hictawrp travelled mean 
about 10 per cent savings in 
costs.” he says. 


roD. Tollpast- Globe's annual 
revenues are £B0m. of which 
some £l5m consists of pay- 
ments to its 450 drivers. 

Around half of that sum is 
paid to drivers in urban 
areas, where this technology 
makes good sense. 

For the rural side of the 
company's operations Mr 
Kveseth is less enthusiastic 
about the benefits of UnMng 
sophisticated software run- 
ning on an office workstat- 
ion to the driver via mobile 

data Tin Ira 

“You don't need an optimi- 
sation product, if you're in a 
valley because you probably 
know the best route any- 
way,” he says. 

For Tollpost-Globe, the 
marriage of IT and mobile 
communications will be con- 
fined to the urban zone 
around the Oslo Fyord. 

The European Union 
GreenTrip appears to be 
answering a difficult ques- 
tion. How does Europe sus- 
tain economic growth while 
paying more attention to the 

envir onment? 

The imaginative use of 
technology in a field referred 


But finding 
electronic ways of 
making charges 
on motorists is 
proving difficult 

T he use of road pricing, 
as an alternative way 
to charge road users, 
is well-established in France, 
Italy, Greece. Spain and Por- 
tugal. to say nothing of its 

extensive use In the US. 

The idea of road pricing 
via advanced electronic toll- 
ing has been boosted by a 
moral imperative arising 
from the increased signifi- 
cance of green politics. 

A report from the UK's 
Royal Commission on Envi- 
ronment Pollution, advo- 
cates a list of actions which 
are essential to make private 
transport less flamag in g and 
public transport more attrac- 
tive. And across Europe, 
road pricing is g ainin g 
ground as a better solution 
than increasing taxes on 
fuel, the so-called carbon 


database which is being 
developed for the Internet 

Typically, projects deploy 
smartcards and remote read- 
ers to log motor vehicles as 
they enter pre-defined cor- 
dons in order that drivers 
might be charged. 

The infrastructure has so 
far tended to be dedicated, 
say in the form of an over- 
head gantry on the motor- 
way, but there is also some 
discussion of using the GSM 
standard to integrate detec- 
tion with other networks 
too, though whether these 
systems would then be built 
into cars and/or trucks as 
standard is open to question. 

Ren Bastiaans, head of 
road transport research, 
directorate general VII of the 
EC, has considered a number 
of test cases that illustrate 
the stumbling blocks. 

The Netherlands’ Ministry 
of Transport has a pilot proj- 
ect in the Amsterdam area; 
it recorded a rate of misses 


A reduction in the size of to by same players as Trans- 
ToUpost-Globe's fleet Is now part Telematics, should pro- 


a road haulage company. 
“We are, of course, just a 


frequent communications 
between its fleet and the Dis- 


posable. Mr Kveseth pre- 
dicts the company will soon 
be seeing savings of £35,000 a 
month from a reduced pay- 


vide a compelling reason for 
businesses to sign up for a 
green agenda that benefits 
the bottom line. 


TRAFFIC MANAGEMENT/ELECTRONIC TICKETING • By Geoffrey Naim 


Pioneering projects in Paris 


The city benefits 
from a new 
public-private 
partnership in 
traffic 

management 

P arisian motorists 
stuck in a jam on the 
notorious PfiripMri- 
que ring road this morning 
need little reminding that 80 
per cent of French traffic 
jams are located in the 
greater Paris area known as 
De-de-France. 

But what is perhaps not 
well known is that traffic 
congestion cost the French 
economy a staggering 
FFrSbn a year. Half of traffic 
jams are due to unforeseea- 
ble situations such as acci- 
dents and breakdowns so if 
drivers could be given 
up-to-date information on 
current road conditions it 
would allow them to choose 
alternative routes. 

This Is the thinking 
behind the Visionaute sys- 
tem which has been operat- 
ing commercially in the De 
de France since last October 
and is claimed to be the first 
such system in a European 
city- 

The service is operated by 
Mediamobile, a company set 
up by France Telecom with 
carmaker Renault and other 
shareholders. An on-board 
computer collects real-time 
information provided by the 
local traffic authorities using 
a standard known as Traffic 
Message Channel over Radio 
Data System (RDS/TMC). 

The information is shown 
on a small screen on an 


onboard terminal built in 
the car dashboard or on a 
portable unit Motorists are 
already used to receiving 
traffic information via vari- 
ous forms. 

The Internet, telephone 
information services and 
France’s Mini tel all provide 
traffic reports, but they are 
difficult to consult once on 
the road and the data 
becomes quickly obsolete. 

Radio reports are another 
source of traffic information, 
but such reports are general 
and do not take the motor- 
ist’s personal journey into 
account. In addition, the 
information is often broad- 
cast too late for the motorist 
to take an alternative route. 

In Paris, drivers on the 
P&ripberique and other main 
roads have grown accus- 
tomed to the large Variable 
Message Signs (VMS) besides 
the highway which give 
them an estimate of drive 
times to important junc- 
tions. 

However, these signs are 
no help if the driver decides 
to leave the main roads. The 
Visionaute terminal aims to 
overcome the disadvantages 
of the above methods and 
offer real-time personalised 
information that is con- 
stantly up to date. 

“Wherever the motorist is, 
Visionaute can provide him 
with traffic information,” 
says Robert Cbassang. chief 
executive officer of Media- 
mobile. 

The system works thanks 
to thousands of sensors 
installed by Parisian roads 
that continually record data 
on traffic flows; these same 
sensors also feed the VMS 


panels. This data is then 
sent to the control centre 
operated by Mediamobile 
and combined with informa- 
tion on accidents, roadworks 
and street demonstrations. 

The centre processes this 
data using algorithms that 
calculate the predicted jour- 
ney times for routes between 
approximately 200 different 
points in Paris and fl e-de- 
France. The driver simply 
enters his or her start point 
and destmation on the 
Visionaute terminal and the 
system proposes three differ- 
ent routes: 

□ The most direct route 
wiring main roads. 

□ Hie route the drive usu- 
ally takes - it can memorise 
14 personal itineraries. 

□ A third option is pro- 
posed if the other two routes 
are congested. The system 
will alert the driver if an 
accident or other unexpected 
development occurs, allow- 
ing him or her to change 
route if necessary. 

Easy access 

Mediamobile says the sys- 
tem can be quickly con- 
sulted on the road - waiting 
at a red light, for example - 
and the portable version can 
be carried around, allowing 
the driver to plan his or ha 1 
route before leaving the 
home or office. 

Use of the Visionaute ser- 
vice costs 18 euros a month 
(equivalent to FFr18) while 
the portable terminal costs 
460 euros. Hie In-car version, 
c u rr en tly only available as 
an option for the Renault 
Megane Scenic, costs 460 
euros and offers extra fea- 


Prnf* 1 



times, such as GPS position- 
ing that allows the actual 
location of the vehicle to be 
displayed on the digital map. 

Mr Chassang says the 
Visionaute system could be 
extended nationwide in 1999 
and the service expanded to 
broadcast the location of the 
nearest chemist or service 
station and the occupancy 
levels of car parks, for exam- 
ple. 

In time, he sees the system 
being extended across 
Europe and discussions are 
already under way with 
potential operators In UK, 
Germany, Italy and the 
Netherlands. The standard 
used to broadcast Visionaute 
is compatible with the pan- 
European service that sev- 
eral EU countries plan to 
launch this year on Europe’s 
principal motorways. 

Paris is widely considered 
one of the best examples of 
transport telematics prac- 
tice, t hanks to its extensive 
VMS network and. most 
recently, the Visionaute sys- 
tem which is a showcase 
demonstration of the bene- 
fits of public-private partner- 
ship in traffic management — 
in this case, public bodies 
provide the traffic informa- 
tion while private companies 
supply the terminals and 
operate the service. 

The interconnection of the 
urban and regional traffic 
control centres is expected 
to lead to an improvement in 
co-ordination between road 
authorities and mere exten- 
sive use of VMS. 

Other transport projects 
are similarly advanced. For 
example, within the next 
three years, the public trans- 
port system in the De-de- 
Paris plans to use contac- 


part of an ambitious pan-Eu- 
ropean initiative to promote 
contactless pass technology 
and apply in different situa- 
tions. Other cities involved 
are Lisbon, Venice and 
Constance in Germany. Hie 
aim is to create a universal 
card that can be used to pay 
for goods and services as 
well as transport ticketing. 


Road pricing helps fulfil 
the political necessity of tar- 
geting charges precisely 
according to usage and 
distributing the revenues 
coUected to related environ- 
mental projects. 

Achieving a realisat ion of 
this policy would not be pos- 
sible without technology. It 
will play a crucial role if 
practical methods of collect- 
ing differentiated charges 
are to be made cost-effective. 
And as Neil Kizmock, the 
European Commissioner 
responsible for this area of 
EU policy, commented in a 
keynote address to the EC 
Conference on Fair and Effi- 
cient Road Pricing last Sep- 
tember, “when recent tech- 
nological advances make 
such change feasible, it 
really is time to move on." 

However, although there is 
a general acceptance that 
the technology is capable, 
the pilots that have been 
r unning across Europe have 
highlighted important con- 
cerns that are blocking wide- 
spread roll-out 

Incidentally, within this 
climate of growing interest, 
technology is also aiding the 
spread of the knowledge- 
base. Mr K innock has 
expressed the need to facili- 
tate a structured informa- 
tion exchange on road pric- 
ing by electronic means such 
as the Citizens’ Network 



NeSKinnock, Hi Transport 
Commissioner encouraging 
progress In road pricing by 
e lectroni c means 

greater than one vehicle in 
100,000, which is not trivial. 
There was a German field 
experiment, run two years 
ago by the Federal Transport 
Authority, which was 
deemed by one group of ana- 
lysts a success, but by 
another group a failure, 
because of the types of 
misses: if a driver is not 
charged, that might be 
acceptable, but if the 
systems gets it wrong, that 
cannot be allowed to pass. 

This raises the second big 
issue of political acceptabil- 
ity and the need to hypothe- 
cate charges. A pilot in 


Trondheim, Norway, uses 
road pricing to encourage 
alternative modes of trans- 
port for getting into the city, 
explains Mr Bastiaans. This 
so-called electronic conges- 
tion charging is a strategy 
tbat makes road pricing 
acceptable to the public. 

The UK's Department of 
Transport ran a similar 
model for London, experi- 
menting With a minim inn 
charge of £1 for crossing 
points that roughly coincide 
with the North and Sonth 
Circular Roads. If a scheme 
can cope with a London 
pilot, the busiest city in 
Europe, it could cope with 
traffic volumes anywhere. 
But although the detection 
end of the system was, in 
theory, up to the task, the 
problems came with allocat- 
ing these revenues to public 
transport and other local 
purposes. 

Overcoming these integra- 
tion issues keeps the tech- 
nology costly and compli- 
cated to implement. In fact, 
according to Stephen Glais- 
ter, Cassel Reader in Eco- 
nomic Geography at the Lon- 
don School of Economics, 
“simple, low-tech options 
have been dismissed too 
lightly”. The simple solu- 
tion, he says, is the daily- 
dated piece of paper dis- 
played in the windscreen of 
a vehicle found within the 
designated area known as 
supplementary licensing. 

He challenges the assump- 
tion that the long term cost- 
benefits of the low-tech alter- 
native would not perform as 
well. For example, thw route 
offers flexibility and lower 
risks when compared to elec- 
tronic systems. Or, he 
argues, if low-tech solutions 
raise complications, such as 
how to treat car-owners who 
live within the controlled 
area, consider how complex 
electro-mechanic systems 
would become. 

He recommends the Lon- 
don Travel card, upgraded 
from its use on the London 
Underground, as a kind of 
civic membership card, giv- 
ing its holder freedom to 
travel at no extra cost by 
whichever mode suited his 
or her particular trip. 

Finding a way of charging 
motorists for the cost of 
their journeys has exercised 
the minds of transport 
experts for more than 30 
years. It would seem that 
there are a few more years 
to run yet 


CROSSm; THE ALPS V By Joia ShilKngford 


C rossing the Alps has /\ I I 

never been easy, as | I 

Hanni bal discovered A. A -lb. -1. 
long ago when he took a 
group of elephants to fight 
the Ramans. Today, Hanni- ** 

bal' is a name that stands for I I I 1 | 
High Altitude Network for V-# JL 
the Needs of Integrated Bar- 

der.c«Bring Applicaaons Trans-Alpine 

and Lmks and it s a three- j , 

year project to improve QelSyS 8X6 

trans- Alpine traffic flow. rprlnrpH tr 


A Hannibal for 
our times 


This European Commis- 
sion project is designed to 
reduce congestion and pollu- 
tion through better traffic 
management. It began in 
1996 and has three parts: 
the Paris-Lyon-Turin-MIlan- 
Trieste Corridor, the Alps 
Crossing and the Sestriere 
demonstration project for 
the World Skiing Champion- 
ships. 

The aim of the Corridor 
part of the project is to 
improve information to driv- 
ers on the Paris to Trieste 
motorway. This is harder 
than it sounds because there 
are 12 different motorway 
operators along the route. 

And surprise, surprise: 
they use a variety of differ- 
ent technologies - some 
communicate traffic infor- 
mation via radio, othera by 


tless payment and ticketing putting information on over- 


systems. 

RATP. the Paris mass- 


head di gital displays along 
the route. But not all the dte- 


transit authority, was one of plays (known as Variable 
the first transport author!- Message Signs) use the same 
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ties to install a magnetic 
payment system 30 years ago 
but the familiar green tick- 
ets are showing their age 
and the system must be 
renewed. 

Hie new electronic ticket- 
ing system, based on contac- 
tless smartcards, has been 
under test since 1991 in con- 
junction with SNCF, the 
state railway and is open to 
other operators in the Ile-de- 
France region. It is now in 
its final test stage before 
entering general use. 

More than 6m transactions 
have been performed and the 
results show that reliability 
is at least 10 times better 
than the magnetic green 
ticket, while the time taken 
to perform a transaction is 
100 milliseconds as against a 
second for the traditional 
ticket 

The Paris project forms 


language or have the same 
number of letters. 

Drivers can usually obtain 
reasonable information 
about the part of the route 
they are cm, but not the next 
part So the Hannibal team 
is developing software that 
will enable one message to 
be salt out in a form that 
can be displayed/broadcast 
on all operators' equipment 

The different operators are 
not obliged to display each 
others’ information, there- 
fore the project team is help- 
ing to set rules for when 
another operator’s newsflash 
might take precedence. For 
example, a safety issue such 
as fog ahead would take pre- 
cedence over information 
about a traffic jam. 

Working out and agreeing 
the different priorities is 
quite a complex task, accord- 
ing to Martial Chevreuil, 


reduced by traffic 

management 

software 

project director of Hannibal 
and manager of transport 
engineering at Egis subsid- 
iary, ISIS, in France. 

The Corridor demonstra- 
tion (trial system) win begin 
in June and should be ready 
in time for the soccer World 
Cup in France. Hannibal is 
also preparing a Teed’ that 
can take information from 
all the operators and broad- 
cast it on a new radio traffic 
system that will transmit 
digital date to cars. 

The AlpsCrossing part of 
Hannibal seeks to optimise 
the allocation of traffic 
between the two tunnels 


The system 
can be applied 
to other 
European road 
networks 


connecting France and Italy, 
the Mont-Blanc and Frfrjus 

timwrig 

This Is particularly impor- 
tant in winter when adverse 
weather conditions can 
block a tunnel. Hie Hanni- 
bal team is working with the 
tunnel operators to agree the 
criteria for re-routing traffic 
between them, since they 
are both toll tunnels and 
could lose revenue. 

“For example,” says Mr 
Chevreuil, “if there is a two- 
hour delay, traffic could be 
re-routed from one tunnel to 
another. But if both tunnels 
are blocked and there is a 
four-hour delay, vehicles not 
even near it yet, need to be 
warned.” 

This is because it is much 


safer for lorries to wait in 
service-station car parks 
than on steep alpine roads. 

Hannibal has developed 
software to manage such 
problems and is building up 
a library of plans for differ- 
ent situations. “These plans 
exist on paper, but they are 
not as manageable,” says Mr 
Chevreuil. The software also 
provides the traffic authori- 
ties with a forecasting tool 
enabling them to anticipate 
difficulties and change their 
plans quickly. 

Data from metal strips (or 
inductive loops) is sent into 
the software via fixed tele- 
coms lines when cars pass 
over them. From this data - 
gathered using telematics - 
the software can estimate 
the number of lorries, plus 
congestion levels, then work 
out what measures to take. 

The Alps-Grossing demon- 
stration project will begin in 
June and continue through 
the winter. 

The Hannibal project team 
gained much experience of 
managing traffic during the 
1997 World Skiing Champi- 
onships which took place in 
Sestri&re in early February 
last year.' 

Here, traffic was measured 
as cars passed over metal 
strips on the main motor- 
ways and access roads into 
the region. This infor mation 
was transmitted to a traffic- 
control centre on the border 
between France and Italy, 
near the Frfjus tunnel. 

Information was also col- 
lected by around 20 police 
and road-maintenance staff 
using portable computers 
linked to Global System for 
Mobile (GSM) phones. This 
data, which included details 
of any tailbacks and their 
length and any adverse 
weather conditions (such as 
black icej, was also transmit- 
ted to the control centre. 

At the centre, traffic man- 
agement software from the 
project's Italian partner, 


CSST, analysed the data and 
made recommendations. 
However, the final decisions 
on what to do were made by 
a group of people including 
police. 

Traffic was managed by 
encouragi n g drivers to park 
near Sestri&re and travel 
into the resort on shnttle 
buses. Shuttle-bus parking 
software was developed to 
forecast the traffic expected 
in each car park and organ- 
ise the shuttle in real-time. 

When one car park was 
full, drivers would be 
directed to the next one. 
Date from the traffic centre 
was also transmitted to a 
server computer in Sestriere 
and combined with other 
data, such as hotel availabil- 
ity and details of ski races. 

This Information could be 
viewed on kiosks around the 
resort or on an Internet Web 
site. VIPs were even given 
Nokia GSM phones-cum-per- 
sonal-organisers for two car 
three days at a time to check 
out the Web site. 

“The Sestriere demonstra- 
tion worked very effi- 
ciently," according to Mr 
Chevreufl. He says: “There 
were no four-hour traffic 
jams as there often are dur- 
ing peak times in the Alps, 
such as French school holi- 
days. 

“The first day there was a 
one or two-kilometre tail- 
back because one of the mea- 
sures the police had to take 
had not been fully under- 
stood. But after that, there 
were no further problems. 
Twenty minutes was about 
the maximum delay anyone 
visiting Sestriere for the 
championships experienced.” 

Data and software devel- 
oped for Hannibal should be 
relevant to other European 
road networks at a time 
when new road building is 
becoming unpopular J- 
though not as unpopular ap 
Hannibal was with the 
Romans. 
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MOBILE COMMUNICATIONS 

High tech 



Time is saved 
and customer 
services are 
enhanced with 
digital data links 

T axis are not the type 
of vehicle you 
normally associate 
with high technology, but 
recent developments in 
computerised taxi dispatch 
and management systems 
are starting to change all 
that 

-The latest in-vehicle 

mobile data communication 
systems used by many taxis 
incorporate digital data 
communications, global 
positioning system (.GPS) 
technology and a variety of 
wireless data transportation 
options. 

They mark a big change 
from old radio-based 
systems that could not 
always be reljed-upon to 
maintain a clearly audible 
link between driver and 
dispatch office - and 
inevitably led to 
misunderstandings between, 
dispatch and driver that left 
passengers unimpressed. 

The Canadian company. 
Mobile Data Solutions 
tMDSD. based in Richmond, 
British Columbia, has 
enjoyed considerable 
success globally with its 
Advantex-Taxi system. It 
sends job details and 
information to taxis or fleet 
vehicles in a rapid wireless 
digital format, rather than 
the traditional voice over 
radio. The digital system 
dramatically speeds up 
job-allocation and ‘ride . ' 

turnover*, says the J.. 
company. 

By using MDSl's 
implementation of GPS 
technology, the 
Advantex-Taxi can 
automatically offer jobs to 
those taxis that are closest 
to the customer - leaving 
the dispatcher free to 
handle customers' calls. 

The Canadian company 
says its in-vehicle terminals 
also feature an integral 
receipt printer and 
magnetic card swipe to give 
drivers rapid online 
authorisation for credit and 


smartcard payments. The ; 
system is also configured 1- 
with a large display, Screen : 
capable of displaying both ’’ 
character messages and 
graphics, which MDSI says 
will ensure that d riv ers 
rapidly receive accurate job 
details. 

Last year, the company 
signed a Slxn deal with '. 
Copenhagen-based 1 V- 
Amager-Obrp Taxis far. • 
Advantex-Taif systems for- : 
use in the Danish . 

company's taxi fleet. It ite 1 ’-,! 
just one of a number of < • 
orders won for the s y s te mf , - 
including an earlier J6m • 
contract with Copeafcagen . 
Taxi and a laige'wrderfltan 
UK-based Radio Tajdpf; . 
London in 1986.'^. • ' _ 

MDSI, however, isiaotihe' 
only company in this highfp 
competitive sector. • . . 
UK-based Cognito has also r 
enjoyed success in this 
market, attracting fleet- ' v 
management and limousine' 
service companies. Airport • 
limousine company. Tristar 
Cars, tor example, is using 
Cognito Messager system to 
improve the quality and 
capacity of its service. 

T ristar Cars works 
with many of the 
leading airlines - 
including Virgin Atlantic. 
Cathay Pacific and 
Continental Airlines - to 
offer first class customers 
limousine service to and 
from London Heathrow, 
Gatwicfc and Manchester 
airports. 

It operates a fleet of 292 
cars, including Saab, Range 
Rover and Honda Legend 
' cars r and relies heavily on 
quick communications with 
drivers to collect passengers 
quickly and efficiently. 
Tristar's marketing 
manager, John Saunders, 
says that traditional 
radio-based voice 
communications were just 
not up to the job - and the 
company bad to find a 
better way to communicate 
with drivers. 

“We have found speech to 
he- time-consuming and 
error-prone when relaying 
details of jobs to drivers," 
he explains. “Typically, a 
phone call would last two 


; ■ ^ V 


multiply thathi 301ohs, 

■ . jypuJSrite already fast a very 
; vahxflhlfiiduF/Sttl^ly that 
Dyi8d Lucies anditon're 
wastmgmqneyv" • - 
The i ahswer in the. -. 
. form of Cognito Messager. a 
* hand portable *ai£$n<me‘ 

. nmh2a'da(at«Tatnal that. Jr, 
the company says.wffi ; 
.provjde'20 hours use from a’ 
single charge.- r 
-r s ihfi Messager is. operated , 
through a Qwerty keyboard 
^wiffi ftmetfixo keys for ' \- 
i-Sfurihig and receiving free!'; 
T text messages andicirtns. 

*; which are displayed on a, 
LCD jseteen along with • 

. battery ancfistgiial strength ■ 

; r^p^fes'V-- ££ 

: ■ •'fi^Sranc|ers says it has 
made **5 Bwige difference" to 
his company, allowing 
. dispatchers to handle more, 
calls and largely 
eliminating tiie frustration 
experienced by drivers and' . 
customarBwhen orders 
•were garbled during voice 

- c omm unication. 

He adds that one of the 
keys tb the success of tins 
system is simplicity for the 
driver. A number of 
two-digit codes are all that 
the driver needs to enter to 
communicate a variety of 
messages - drivers type 03 
to accept a job, 97 to 
indicate that they are 
running late, 53 to indicate 
that an address is wrong, 
and so on. 

There are also codes to 
indicate estimated time to 
drop-off of a passenger. And 
lmiikp many technological 
enhancements, the payback 
from this system has been 
fast and quantifiable. 

“Using this system, we've 
almost trebled our 
capability," he says. 

“Instead of each booking 
requiring a two-minute 
phone call with the drive, 
by using Cognito Messager, 
the process of distributing a 
job can take as little as four 
seconds." 

Using a mobile data 
terminal to do job 
distribution can provide a 
much greater level of detail 
to drivers regarding 
customers’ requirements, 
thus enhancing services. 
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i PORT PROJECTS" m - By Geoffrey Naim 


A boost for 
maritime 


1 a '. ' •. .v ■■>>« 
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Advance^ ; :/ j'£- 
; communications 
•techriolgies * 
jinhance marine" 
^t raffi c 

'^management - 

strong seafaring tradi- 
tion hasgiven Norway 
a particular interest 
.in improving the safety and 
■. Efficiency of pxarithnd trans- 
port. The crowded .tfrater- 
jsays around Oslo - - Tooown 
as Oslofiara - are thus being 
; .used tovploneer hew tech- 
, ■ niquesV.iu Jjnaritime traffic 
jtth t nefn g advanced 

l-commffli foatjons technolo- 
. gies md^ asY.essel Traffic^ 
’yServi&fipfli&i. ..■» v! 

The port of Oslo handles 
24m tonnes of goods and 8m 
passengers each year and 
the fiord is home to several 
other parte' as well asalarge 

Oil te rminal 

“The consequences of an 
oil spill or collision would be 
tremendous," says Christian 
Hurum, a manager with Nor- 
wegian company Kongsberg 
Norcontrol Systems, which 
is building the VTS system 
for Oslofiord. 

Experts say an ail spin in 
the fiord would create severe 
damage to the environment 
and cost up to NKrBOOm 
(£66m) to clear up. Fortu- 
nately, serious collisions are 
rare, although near-misses 
are more common - the lat- 
est, between a large passen- 
ger ferry and a smaller ferry, 
occurred just months ago. 

The Norwegian govern- 
ment decided in 1991 to use 
VTS technology in Oslofiord 
and other hi gh-rink areas to 
reduce the chance of colli- 
sions. Marine safety dep ends 
on different bodies and this 
fragmentation has tradition- 
ally held back the develop- 
ment of integrated marine 

tr affic fflfln.-iflftmpn l 

For example, the Norwe- 
gian Coast Directorate and 
the Peat Authority of Oslo 
originally decided to develop 


separate VTS 'systems for 
their own heeds. 

However, they' have since 
changed tack and are now 
co-ordinating their efforts 
and developing ah integrated . 
system that includes vessel 
traffic services for coastal, 
monitoring - the task of *ha • 
Coast. Directorate 7 as well * 
as a port VTS for monitoring , 
movements in Oslo port* 
Itself.' . 

The two' VT? centres are. ' 
connected by a 2 megabit 
communications link. The .-; 
integrated approach has ' 
allowed the two authorities 
to reduce the cost ; df- the 
project, put at N&fteQihi' as 

well- as shaife' sensor data 1 




Cnrisa frier in Oslo ftertJoun the busy port handles 8m passengers 
and 24m tonnes of goods a year. New techniques in maritime 
traffic management are 'included in the pan- European Poseidon 
‘project, -funded by the European Commission. paw* Tony Anortw? 


ffi<£':and data- processing- faeffi- 
- Vi •'.fties.r ? - : " ‘ ", }*.. A . . . : . 

" — * * inforinatfon Is obtained 
from a range of sensors: 
high-resolution radar, closed- 
circuit TV to identify vessels 
and monitor visibility, VHP 
direction finders, meteoro- 
logical sensors and, most 
recently, transponders to 
identify vessels using a tech- 
nology called Automatic 
Identification System. 

Identification of the blips 
on a VTS radar screen has 
traditionally ho»n done man- 
ually by calling ships on the 
radio. But in high-traffic 
areas the radio calls impose 
quite a burden on the opera- 
tor, according to Mr Hurum. 

AIS overcomes this and 
works much like the radio 
transponders that identify 
aircraft in the sky to air traf- 
fic controllers on the ground. 

It uses the satellite-based 
Global Positioning System to 
track vessels and a transpon- 
der to relay the ships' ‘call 
signs' to the VTS control 
centre. 

The VTS system uses 
radar as its primary Informa- 
tion source and the radar- 
derived position of the vessel 
is then checked a gains t the 
AIS system to ensure the 
two positions coincide and 
identify the vessel. 

“The trouble with radar is 
it can only tell you that 


there is a. vessel in a certain 
position. It tells. '-you 'nothings 
about the vessel." says Mr 
Hurum. who sees AIS 
becoming particularly 
important for ship-to-ship 
communications, as it will 
allow vessels to identify 
themselves to each other. 

The integrated VTS sys- 
tem being installed in 
Oslofiord is designed for AIS, 
although its use on vessels is 
unlikely to become manda- 
tory until 2002. 

Much more information 
can be superimposed on the 
digital maps of the VTS 
screen. Real-time weather 
data from meteorological 
sensors around the fiord can 
be displayed along with fore- 
casts from the national 
weather service. 

B ecause of the complex 
topography of the 
fiord, current and 
wind conditions vary consid- 
erably between its outer and 
inner parts, and so the sys- 
tem also displays wave and 
current forecasts. 

An expert system has been 
developed to allow the 
effects of an oil spill to be 
calculated and this data can 
be displayed on the console. 

Another application is to 
publish VTS maps as web 
pages on the Internet, allow- 
ing. for example, sailing 


enthusiasts to see wave and 
traffic conditions on their PC 
screen before they set sail. 

The Oslofiord has been 
included in the pan-Euro- 
pean Poseidon project 
funded by the European 
Commission. This was 
started in 1996 to develop 
standards and an ‘interoper- 
ability architecture' to 
ensure different VTS 
systems work together. 

The aim of the exercise is 
to allow information on a 
particular ship - such as 
hazardous cargo information 
- to he passed between ports 
when the ship leaves one 
port on route for another. 

Several EU countries are 
improving their VTS 
systems but requirements 
vary widely in each country 
and the systems are cur- 
rently incompatible. Posei- 
don aims to achieve intero- 
perability between these 
systems at the local, regional 
and European level through 
the integration of VTS with 
advanced vessel communica- 
tions and tracking technolo- 
gies. 

Tbe Poseidon project also 
involves ports in Greece, the 
UK. Spain and Finland. The 
integrated VTS for Oslofiord 
is currently being installed 
and should be operational 
this s umm er, 


The next 
issue of the 
FT-IT Review 

D The main theme of the 
next issue of the review on 
Wednesday, June 2, wffl 
highlight advances in IT in 
the retalfing sector. 

□ IT in sport since June is 
also the month of soccer's 
World Cup, the review wffl 
focus on the increasing role 
of (Tin a wide range of 
sports, ranging from spots 
sponsorship to the rapid 
growth of sporting websites. 

□ A third section, on 
managing inform a t io n, will 
focus on 50 years of ff, as 
June marks the 50th 
anniversary of the first 
computer to run with its own 
program, stored in memory. 
What ml the next decade 
bring? 

Fax-U-Back 
Information Service 

Details Include an editorial 
synopsis of the next Issue of 
the review, phis a list at 
writers for the various 
themes. 

The fax number to use is : 
0990 209 903. 

For can era outside the UK, 
the fax number is: 

444 990 209 903. 

Technical note: please make 
sure your machine is in 
polling mode. 


To obtain back copies of the 
FHT Review, call 0171 873 
3324. Cabers from outside 
the UK should <M +44 171 
873 3324. 
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SANDERSON 


rf Service* 


Tet 01709 787787 
Fax: 01709 787 788 
E-Mail: SeanH@Sanderson-cbt.co.uk 

Sanderson is the UK's premier supplier of IT services and software with 
17 offices in the United Kingdom, Ireland and operations in Australia, 
USA, New Zealand and East Asia. Sanderson has developed and owns 
an extensive portfolio of software packages for a wide range of 
industries and applications including: 

Local Government 
Schools frCoHseas 
Heat Management 
Airports 

Financial Management 
Healthcare 


Manufacturing 
Processing Industry 
Direct Marketing ft Mail Order 
Finance and Distribution 
Printing Industry 
Media Industry 


Logistics and Distribution 


Credit Management & Collections Multimedia &C8T Training 


Solicitors 

Billing and Customer Services 
Insurance 
PoUee & Security 
Document image Processing 


Geographical Coverage: International 


O SANDERSON 




Peterborough Software (UK) Ltd 

Thorpe Parle 
Pet e rborough PE3 4JY 
-Mapbooee 01 733 555777 
FsacrO 1733 312347 
Emafc «»ly g i aaa flpMMk 

Peterborough Software - the 
benchmark for human resource and 
financial systems, produces PC, open 
and client/server applications for over 
1200 customers in 40 countries. We 
supply systems guaranteed to match 
the strategic and operational needs of 
customers. 

Contact: Sally Greene 


Plato MUleanton Ltd 

The Hertfordshire Business Centre 
Alexander Road. London Coiney. Herts AL2 1 JG 
Tel: 01727822639 
Fac 01 727 825688 
The Year 2000 presents reol problems for many 
business critical systems and processes. As one of 
the few companies with practical experience of 
die Issues involved, we know that the business 
management at the problem is at lease as 
Important as solving the technical issues involved. 
Plato Millennium's proven methodology can add 
sijyirfteint value to Year 2000 projects .delivering 
lasting value Into the next century. Whether your 
Year 2000 project to at the recognition stage or 
further developed, Plato Millennium can ensure 
that you deliver to specification, within budget and 
of course -on time. _ 

Geographical Coverage 

UK PIXTDMDlfNMUW HUTTED 




Sra^EitacatiwaJ Services 

Tel: 01276 416520 

Email: rBgistrarduk.sun.com 

Website: www.5un.co.uk/siared 

Learn the tangnage of 
Java™ from the people 
Java who wrote the langoagal 


Sun Educational Services is the world leader in Java 
training. We ran courses for delegates of all levels: 

• Java Pro gr a mm ing 

• JavaBcans™ Componcm Development 

• Web Publishing with Java 

• Programming for Beginners using lava 

• Sun Java Certification 

• Intcraet/intranet Business 
Strategies 


%Sun. 
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CBT OPTIONS 
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Glotel IT Search & Selection 

The Quadrangle 

180 Wardour Street 

London W1V4AE 

Teh +44 (0) 171 734 1012 

Campaign: +44 (0) 148 389 0202 


i m 


Please visit bttpi/www. 

globalresourdng.com 

We are committed to offering 
IT Professionals a servfoe based on urgency 
efficiency and attention id detaO. 

■ Can Bahman Farad, Group Manager. 

■eftrea on +44 (0)171 478 1383. Q 
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FAuitllNrl Limited 
■auiWllwftMtfadi 
wwviira tod 
Poes the world have access to your 

cpmpftpy-riitaZ 

B mlnmu all om tfar mdd an Juranjog onto tbr 
intinuflufl wpr highway to im p ro ve their rales and 

The data stand as. thrac systems ts the nucleus at the 
o anpantas Bring them • tavahraMe fadc rm sMta t wMdi tan 
mala* er brak a company In the age of global electronic 
a animmin itkaia accessing and steaii^ that tofa m ati oa is 
b ecomtag rife and can be as simple ra analog oc your RC 
ypu may not hare head of a ' uaiipma haefaro - mddence 
M then hdasdeat have a caSag cwd to say tbeyVetonL 
Don’t take tha ddc of leaving jixu data u^ntadsl, anal 

ia a product diet wfll pnmde no camRtradse secwhjt 
A I rirrten ot paoroudv tesfad end cr a np i a st FoamBnor 
araibMe W and produce die right lend of seendty [or 
yean- fcufeera at an amadaMs pdra. 

HauthNet Ltafced ara a tetwodc rarity ECMXU registered 
asimaap Vtfc provide a aanproheiuhe mgr at products and 
jcrvKo'to protect yom data assets Why act raB-ua befoae a 
bodxr derides to cal on ytatf 

AmrthNM Lid, Unit 2, Brook bag Edate. 
Dra dbrook Lrn^ Aidenhoc Haapchke CtjmXB H 
Wepboaet (nSS MM41 Sax 0092) 345WS Q 


INPUT 


The Premia- Channel Connecting 
IT Buyers and Vendors 




INPUTS Bayes’ Guides. Madtamg, Research sod Custom 
Cf iso lrifag services IT d rci sii, ii iraken sorifviti. 

• IT and Bu s es s i Process Ontsorachtg 

• CnPniiT Service A Support 

• In t er ne tf lanaaei ’i frrhnnln g ' es A Sofaaiou* 

• Emapti ra A p|t lta« t ir w So li rin us 

• Flrcn o nk C uiw n crcc 
■ Elec fa e u i c G o t u l uuuit 

• Strihmre & Services Maria Rnsasing 

• Ccauuctairo Analysts 

lb fiod out raorc. rod la ircetvc a free TT B uy o ri ' 
itstadqr 


INPUT 

Cornwall House. 55-77 High Sum. Sough. 
BotsSIf (DZ 

1 H: 01753 S 30444 Fra: 01753 577311 


V!1 STS 

^9 2800 Tbe Cresctsit, 

UK Birzningham Business Park, 

[Lfl iatninglum B37 7TU 

TeL- 0121 717 7765 Fas 0121 71? 3046 

C*DUih * ■ frv .it fcr 

web: http://innMtuo.iik 
The Severn Trenr Syncnu Group is a wfrware products 
and services orgaimotson dcdicarcd achtsnrh to bdpmg 
otffity diems adhesc bigber levels of operational efficiency 
and customer service 

Severn Trent Systems, (US I and STS Ltd. provide 
customer in fo r ma tion, marienng inh.<rniation and work 
management sofrware and a hill range of related 
pro fe sao na l services. The Group's sotuoons arc rood by 
the dearie, natural g as , water and petroleum industries 
worldwide. 

The Severn Trent Systems Group has. headquarters in 
Hounon. with offices in Carlisle. (Vmntvanea. Phocm*. 
Arizona, Btnnmgham and Swindon. LV a nd P aris in 
France, and is pan ufScvcm Trent pic., a FT5E 100 
qurncd compamr. 
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AscomAG 

BefoOR 37,3000 Bern 14 
Thfc-MI 31 999 II II Fsc-MI 31 999 2700 
httpdfwws v —m m. e h 
Ascora Is on IntarsroCfooaOf aahr Swiss 
I sendee atom 


ahon croup 
wM llOOOesnpfojpHrirorWwMa. 

Aiaxn Ready to Su p port Major Transformation* 

The Internet "A lead a> major chains fei the nekcOmiTueila'iioni 

world As companies begin to roe rfielr IP networks lor voice 
traffic, reprerand ng s threat to tradWond voice services, tho 
internet itself will evolve to offer priorities, bandwidth 
reservations, privacy and dBerent quaRdes of mce 
Aicorn beliwro that next to combining Blecomnaintaoons 
sernns know how vrtrfi expertise hi ifaa commurfaaolons.atood 
understanding of the new business processes is critical to 
successUy mddpue tha croMng rrrofcet needs. 

While Atcom's new products like the CohSobo allow tha 
provisioning of ensured Internet access. Its new systems like 
AscoGate provide Internet telephony. The Company's tee we 
e-mal rdtars N^vefass privacy and Its kmBgmc network software 
allows lor country -w«Je internet access at flara rue. Fare 
rnl s rrtn n and pwWng reservation o 


ascom 


Want to ring in the Year 2000? 

. . .bring in the NGC 

To help reduce your exposure to the Millennium bug call 

0161 2422200 

and sing Auld Lang Syne to your competitors 

the NaBonti CompuitnQ centre. O*fort House. Oxfonl Road. Manrites» Mi TED. 

Vbtt our web SffeThe IT Zo ntf ai hnjt//ntwuvx.at.iA 





Accounting and Business 
Software 1 

IT Marketing and 
Information Services 

7 

STS - Utility Software 
Solutions Provider 
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Ascom - ready to support 

Java Training 

4 

Year 2000 IT 



major new changes 9 

Network Security 

6 

Solutions 

10 


Human Resource and 



Year 2000 


i 1 

Financial Systems 2 

Specialist IT Recruitment 5 

Projects 
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For further details regarding the FT-IT DIRECTORY please call Alan O'Sullivan on Tel: +44 (0) 171 793 5800 
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Better prepared for battles 



Sybase is aiming to break out of 
traditional software product areas and 
move into faster-growing markets 

I t is a source of constant 
frustra tion to Mitchell 
Kertzman, chairman and 
chief 


■executive officer of 
Sybase, that his company 
remains typecast as a rela- 
tional database company 
despite his repeated 
attempts to present Sybase 
as a more broadly-based 
business. 

1 do not believe that thae 
is a database Industry any- 
more and I certainly do not 
think of ourselves as a data- 
base company” he says, pre- 
ferring to paint Sybase as a 
vendor of enterprise soft- 
ware and development tools. 

Sybase, along with rivals 
Oracle and Infor mix, helped 
found the relational data- 
base industry in the 1980s 
and their products underpin 
most business IT systems. 
But what was once a boom- 
ing market today looks a lot 
less attractive and disap- 
pointing recent results from 
these three companies hint 
at an industry-wide slow- 
down in sales. 

For the first quarter of 
Sybase's current finan cial 
year, revenues from software 
licences dropped dramatic- 


ally 24 per. cent to $9fku com- 
pered with $127m a year ear- 
lier. Thanks to its services 
business, which grew 
slightly, the fell In total rev- 
enues was contained to 11 
per cent 

“The whole industry is 
under a cloud,” says Mr 
Kertzman, who niatrrw many 
potential customers are post- 
poning investment in new IT 
systems because of the chal- 
lenges of adapting existing 
systems to h an dia the Year 
2000 and single European 
currency. 

However, analysts say 
sluggish market conditions 
do not fully explain Sybase's 
disastrous financial results. 
Last month, it surprised 
Wall Street with a first-quar- 
to* net loss of $81 m includ- 
ing a hefty restructuring 
charge of 

Investors had only just 
recovered from Sybase’s pre- 
vious bombshell, dropped In 
January, when it revealed it 
had incurred big loses on 
improper contracts from its 
Japanese operation. Five 
salesmen had booked reve- 
nue from contracts before 
the products were shipped to 


end users, thus violating 
company policy. Sybase had 
to restate its results for the 
previous nine months. 

“The fault is partly that 
[database] companies are 
driven to produce abnor- 
mally high rates of growth 
and these are now harder to 
come by,” says Mr Kertz- 
man. “We did a thorough 
inv estigation and found the 
problem did not exist any- 
where else or in prior years. 
We do not think there is any 
systemic risk." 

The news was a big blow 
to Mr Kertzman as he bad 
spent 1997 painstakingly put- 
ting Sybase on the road to 
recovery. At the end of 1997, 
after three consecutive prof- 
itable quarters, the company 
looked to have turned the 
corner, finally shaking off 
the “struggling'’ epitaph that 
dogged it during 1996. 

Mr Kertzman took control 
of Sybase in July of that 
year following the merger of 
Sybase, originally just a 
database vendor, with Pow- 
ersoft, a fast-growing soft- 
ware tools company that he 
helped found In 1974. 

Powersoft rode to feme on 
the back of its best-selling 
PowerBuilder product, 
which has become a stan- 
dard for building cli- 
ent/server environments. 


However. PowerBuilder and 
similar proprietary tools 
could soon be eclipsed by the 
Java programming language, 
which promisee. to revolu- 
tionise software develop- 
ment with a radically differ- 
ent “component" approach. 

"A component approach to 

software development 
should bring two important 
advantages: higher quality 
and greater productivity- 
through re-usability,” he 


J ava is one way of imple- 
menting the component 
model, in which large 
programs are assembled 
from smaller “components". 
These have been previously 
tested and so offer known 
quality and performance, 
allowing developers to avoid 
many of the headaches of 
softwa re which is built from 
scratch. 

Sybase has been quick to 
embrace Java and has a 
growing range of products 
based on the new language. 
But Mr Kertzman does not 
believes Java will make 
existing development meth- 
ods obsolete overnight. In 
particular, he believes Pow- 
erBuilder can coexist with 
Java. ‘‘PowerBuilder compo- 
nents will be one type of 
component and Java win be 


anotha/hesays. 

In addition, he believes 
Java is still too immature. 
“If a bank were to ask me 
whether to switch- to Java, I 
would say W. The slow 
pkfionnance of Java Is one 
problem; another is the bat: 
tie between Microsoft and 
Sun over Java’s future direc- 
tion. 

“I think customers are 
confused by the battle and 
so they are waiting to see 
how it all turns out before 
committing to Java," says 
Mr Kertzman, who sits on 
the fence in the debate over 
whether Java-based network 
computers or traditional PCs 
will dominate corporate 
desktops in the fixture. 

“Unlike some, we do not 
think that PCs are evil and 
we also support Java and 
NCs,” he says. 

Today, database software 
accounts for around 70 pear 
coot and tools just 30 per 
cent of Sybase’s licence reve- 
nues, which Tmakft up around 
50 per cent erf the company’s 
turnover. The other half 
comes from services. Mr 
Kertzman would like to 
increase the revenue share 
from licences to around 60 
per cent - a ftiffiraflt task 
given Sybase's current 
slump in Hcannn revenue. 

Poor financial perfor- 


mance has dogged Sybase’s 
recent history and analysts 
say- the weakened company 
makes an easy acquisition 
target But no- potential - 
buyer has surfaced to date, 
and Mr Kertzman believes 
the company must find its 
own salvation by identifying 
fast-growing new market 
opport un ities and reducing 
its dependence on traditional 
products. 

New types of software, 
such as “component servers" 

and “middleware” are poised 
to play an increasingly 
important role in enterprise 
c omputing and encroach on 
the functions traditionally 
performed by the relational 
database products of Sybase, 
as well as Oracle and Infor- 
mix. 

These vendors are 
responding by transforming 
their traditional products 
Into “universal” databases 
that can store a richer vari- 
ety of information and per- 
form more functions. . 

For example, the latest 
release of Sybase's core data- 
base product, Adaptive 
Server, is designed to link 
with enterprise resource 
planning (EBP) software 
from vendors such as People- 
soft or Baan, so allowing 
Sybase to challenge Oracle's 
traditional dominance of the 



Kertanau a determined optimist, despite recent setbacks 


ESP database market. Mr 
■Kertzman also talks enthusi- 
astically about a version of 
Adaptive Server designed for 
Microsoft's - Windows CE 
operating system, which is 
used - in mobile .consumer 
products sueb as hand held 
computers." “Even Microsoft - 
does not have , this," he 


With these and other 
developments, Mr Kertzman 
claims Sybase is better pre- 
pared for harder times ahead 
and he quotes a repent con- 
tract.- win-requiring Sybase 


to link several proprietary 
databases running on ■ a 
range of hardware.- “The 
mteresting thing.is that we 
didn’t' sen them any Sybase 
database software," he says. 

' The company's future wtli 
Increasingly, lie in this type 
of. -work; he believes, as 
Sybase can no longer rely. on 
the -steady stream of data-, 
base bbence revenues it onde? 
enjoyed.' “Before; a Sybase 
salesman would' not make 
any money unless he solcta 
database, but that-tias now 
changed, ” be sdys., ■; . w? 
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Behind Lucent Technologies is R&D engine Bell Labs. 

Home of 24,000 engineers and scientists in 17 countries around 
the world. (Nine facilities in Europe, five in the UK.) 
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The source of ideas and solutions to help you meet any/every 
complex communications need you face, today and tomorrow. 
Innovations from Bell Labs are helping reduce complexity, 
by integrating voice & data. 


Our networking solutions are reducing congestion and 
dramatically increasing capacity. 

We've even developed new servers and software that are, 
right now, enabling true Internet telephony. 

We know what the network of the future looks like. 

We know how to take you there. 

01998 Lucerif TochnatOQieG 
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